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The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

THOMAS  F.  RYAN,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Ryan,  at  the  hearing  on  Friday  you  testified  that  Mr. 
E.  H.  Harriman  desired  to  share  the  purchase  of  the  Equitable 
stock  with  you  and  that  you  refused.  The  question  was  then 
asked :  "What  did  Mr.  Harriman  say  to  you  in  connection  with 
the  matter?"  That  question  I  now  repeat?  A.  Mr.  Chairman, 
I  trust  the  committee  will  understand  a  y  motives  in  not  an- 
swering the  question  when  I  was  on  th;  stand  before,  and  I  do 
not  wish  the  committee  to  understand  that  I  meant  any  disre- 
spect ;  I  wished  to  preserve  their  confidence,  but  I  did  not  wish 
to  answer  the  question  until  I  was  satisfied  that  I  would  be 
obliged  to  answer. 

THE  CHAIRMAN :  I  think  we  understand  it. 

THE  WITNESS:  As  the  District  Attorney  has  determined 
that  I  shall  answer  the  question  I  shall  give  my  best  recollection 
of  the  conversation. 
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THE  CHAIRMAN :  That  is  all  we  desire. 

THE  WITNESS :  Your  question,  Mr.  Hughes,  please. 

Q.  The  question  that  I  put  to  you  before  was  what  did  Mr. 
Harriman  say  to  you  in  connection  with  the  matter  and  in  an- 
swering I  should  be  very  glad  if  you  will  state  fully  what  was  said 
and  done.  A.  Immediately  after  my  purchase  of  the  Equitable 
stock  Mr.  Harriman  called  on  me  and  had  a  conversation — we 
had  several  conversations  during  the  few  days  following  the  pur- 
chase, and  one  of  those  conversations  was  in  the  presence  of 
my  counsel,  Mr.  Root  and  Mr.  Cravath.  Some  of  the  conversa- 
tions were  over  the  telephone.  Mr.  Harriman,  as  near  as  I  can 
remember,  said  that  as  he  had  devoted  a  large  amount  of  time 
and  work  to  the  Equitable  situation  I  should  not  have  come 
into  the  situation  without  consulting  him  and  as  I  had  bought 
Mr.  Hyde's  stock  he  demanded  that  I  should  share — let  him 
share  in  the  purchase  and  have  an  equal  voice  in  the  manage- 
ment. He  also  objected  to  the  trustees — objected  to  having  the 
stock  trusteed,  but  finally  said  if  I  would  allow  him  to  share  in 
the  purchase  and  in  the  management  and  would  allow  him  to 
name  two  trustees  with  Mr.  Cleveland,  Judge  O'Brien  and  Mr. 
Westinghouse,  that  he  would  assent  to  my  plans.  He  also  said 
that  he  did  not  think  that  I  could  carry  out  my  plans  without 
his  aid.  I  said  that  I  had  determined  in  the  interest  of  the  policy- 
holders of  the  Equitable  and  in  the  public  good  to  divest  myself  of 
all  control  of  the  Equitable,  and  while  I  desired  very  much  the 
co-operation  of  Mr.  Harriman  and  all  other  large  financial  in- 
terests, the  task  would  be  a  hard  one,  and  I  regretted  very  much 
to  have  his  opposition,  but  that  I  could  not  give  up  my  inten- 
tion to  trustee  that  stock,  and  as  I  had  made  up  my  mind  to  it 
as  soon  as  I  purchased  that  whether  I  had  his  opposition  or  not  I 
was  going  to  try  to  carry  out  that  plan. 
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Q.  The  purchase  was  effected  by  you  on  Friday  the  9th  of 
June  ?    A.  I  don't  remember  the  date,  Mr,  Hughes. 

Q.  It  was  a  Friday,  was  it  ?  A.  The  deal  was  completed  late 
on  Friday. 

Q.  Friday  appears  to  have  been  the  9th  of  June.  A.  There 
was  an  agreement  reached  on  Thursday  night  or  early  Friday 
morning,  but  no  papers  signed. 

Q.  It  was  on  Friday  afternoon  that  Mr.  Morton  was  elected 
chairman  of  the  board?    A.  It  was. 

Q.  When  did  you  first  hear  from  Mr.  Harriman  in  regard  to 
the  matter  ?  A.  I  think  I  had  a  conversation  with  Mr.  Harriman 
on  Friday. 

Q.  On  Friday  the  same  day  this  took  place?  A.  But  I  did 
not  tell  Mr.  Harriman  I  had  bought  the  stock. 

Q.  Weil,  what  was  that  conversation?  A.  Well,  Mr.  Harri- 
man wanted  to  know — I  think  he  suspected  1  was  in  the  Equita- 
ble situation  in  some  way — I  had  very  little  to — it  was  a  short 
conversation,  and  it  was  the  following  Monday  or  Tuesday 

Q.  Then  did  you  have  another  interview  with  him  on  Satur- 
day?   A.  No,  sir. 

Q.  Was  this  interview  with  him  an  interview  at  your  ofifice  or 
his  office  ?  A.  It  was  an  interview,  I  think,  at  my  ofifice — In  fact, 
I  know  it  was  at  my  office. 

Q.  The  first  interview  ?    A.  Yes. 

Q.  That  was  before  Mr.  Harriman  knew  you  had  bought 
the  stock  ?    A.  Yes,  and  I  did  not  tell  him  at  that  interview. 

Q.  At  that  interview  you  did  not  tell  him  what  your  plans 
were?    A.  No. 

Q.  And  the  conversation  was  a  general  one  ?   A.  General  one. 

Q.  And  the  next  time  he  saw  you  did  he  see  you  alone?  A. 
I  don't  remember,  Mr.  Hughes,  whether  he  saw  me  the  next 
time  with  Mr.  Root  and  Mr.  Cravath  or  alone. 
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Q.  When  did  he  see  you  with  Mr.  Root  and  Mr.  Cravath?  A. 
I  think  it  was  either  Monday  or  Tuesday. 

Q.  The  following  Monday  or  Tuesday?  A.  The  following 
Monday  or  Tuesday. 

Q.  And  where  did  that  interview  take  place?  A.  That  took 
place  in  my  office. 

Q.  And  then  was  the  matter  that  you  have  stated  fully  dis- 
cussed?   A.  It  was. 

Q.  Were  all  these  things  that  you  have  said  that  Mr.  Harri- 
man  said  brought  up  at  that  interview?    A.  Most  of  them. 

Q.  When  Mr.  Root  and  Mr.  Cravath  were  present  ?  A.  They 
were. 

Q.  Did  you  at  the  first  interview  with  Mr.  Harriman  after  you 
had  bought  the  stock  tell  him  of  your  intention  to  hand  it  over 
to  trustees  ?    A.  You  mean  on  Friday  ? 

Q.  No,  the  next  interview  after  the  purchase  had  been  com- 
pleted?    A.  Yes,  sir. 

Q.  Did  you  tell  him  who  the  trustees  were?    A.  I  did. 

Q.  That  had  already  been  publicly  announced?  A.  Yes,  sir. 
I  wrote  Mr.  Cleveland  a  letter — in  fact,  the  three  letters  went 
on  Friday  afternoon — Friday  night,  were  published  in  the  papers 
on  Saturday  morning. 

Q.  You  say  that  Mr.  Harriman  said  that  he  had  devoted  so 
much  time  to  the  matter — did  he  say  in  what  way  ?  A.  Well,  in 
trying  to  straighten  out  the  Equitable  affairs;  he  was  on  the 
Frick  Committee;  he  was  a  director  of  the  company. 

Q.  Did  he  tell  you  what  he  desired  to  accomplish  by  being  in- 
terested in  the  purchase  of  the  stock?    A.  No,  sir. 

Q.  Did  he  advance  any  reasons  why  you  should  allow  him  an 
interest  in  the  purchase?  A.  No  further  than  I  have  stated  as 
I  remember. 

Q.  You  have  said  that  he  desired  to  participate  in  the  man- 
agement.   What  was  said  between  you  as  to  the  management 
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of  the  company?    A.  There  was  nothing  special  said  about  it, 
Mr.  Hughes. 

Q.  Well,  did  he  say  anything  as  to  the  policy  which  should  be 
adopted  by  the  company  ?    A.  No,  sir. 

Q.  Or  by  the  managers  ?    A.  No,  sir. 

Q.  What  did  you  tell  him  precisely  as  to  the  plan  that  you 
had  for  the  management  of  the  company?  A.  I  told  him — I 
stated  to  him  the  way  I  proposed  to  work  out  the  transaction. 

Q.  And  did  he  object  to  that?  A.  Yes,  he  objected  to  having 
— thought  I  was  making  a  mistake  to  have  the  stock  trusteed. 

Q.  Did  he  tell  you  why  he  thought  that  was  a  mistake?  A. 
No.    It  ended  there. 

Q.  Was  it  at  the  interview  when  Mr.  Root  and  Mr.  Cravath 
were  present  that  he  suggested  a  desire  to  name  two  trustees? 
A.  It  was. 

Q.  Were  those  two  trustees  to  be  in  addition  to  the  three? 
A.  They  were  to  be  in  addition  to  the  three. 

Q.  Did  he  say  what  he  expected  to  be  able  to  accomplish  by 
nominating  two  additional  trustees?  A.  He  made  no  spe- 
cial  

Q.  What  did  he  say  in  that  connection  ?  A.  He  simply  said — 
he  simply  demanded  that  he  should  have  the  right  to  name  two 
trustees. 

Q.  And  also  what  part  of  the  stock  ?  A.  My  impression  now, 
Mr.  Hughes,  is  that  he  wanted  half. 

Q.  He  wanted  half  of  the  stock  and  the  right  to  name  two 
trustees?    A.  Yes,  sir. 

Q.  What  did  he  say  to  you  which  would  indicate  a  reason  why 
he  thought  you  should  give  him  half  the  stock  and  the  nomina- 
tion of  two  trustees?  A.  For  the  reason  that  he  had  been  in 
the  Equitable,  had  been  a  director,  he  had  been  trying  to  work 
out — settle  the   difficulties   through  the   Frick   Committee.     I 
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concluded  that  was  the  reason — that  was  the  only  reason  he  as- 
signed. 

Q.  He  wanted  a  part  of  the  control — ^that  was  the  substance 
of  it  ?    A.  That  was  the  substance  of  it. 

Q.  And  he  was  not  satisfied  that  the  control  should  be  ex- 
clusively in  your  hands  or  in  the  hands  of  trustees  nominated  by 
you?    A.  I  so  understood  it. 

Q.  Now  you  said  that  he  told  you  that  you  would  not  be 
able  to  carry  out  your  plan  against  his  opposition.  What  op- 
position did  he  say  he  would  give  ?  A.  He  said  his  whole  in- 
fluence would  be  against  me. 

Q.  What  sort  of  influence  did  he  mention  ?  A.  I  don't  know 
as  he  mentioned  any  special  influence. 

Q.  Didn't  he  say  that  his  political  influence  would  be  against 
you?    A.  Yes. 

Q.  Did  he  tell  you  what  sort  of  political  influence  he  would 
urge  against  you?    A.  He  did  not. 

Q.  Did  he  mention  any  names?    A.  He  did  not. 

Q.  Did  he  refer  to  the  Legislature  ?  A.  He  referred  to  prob- 
able legislative  action  or  action — said  that  the  Legislature  would 
probably  take  action. 

Q.  Did  he  say  what  sort  of  action  it  would  probably  take  ?  A. 
No,  he  did  not. 

Q.  Did  he  say  whether  it  would  be  in  legislation  or  investi- 
gation? A.  No.  I  think  my  recollection  is  that  he  said  legis- 
lative action — some  legislative  action. 

Q.  Well,  now,  can  you  state  the  substance  of  what  he  said — 
how  did  he  put  that  with  regard  to  legislative  action?  A.  I 
think  he  said  that  legislative  action  would  probably  result  and 
that  his  influence  for  or  against  me  would  be  important. 

Q.  Did  he  tell  you  that  if  you  acceded  to  his  request  his  influ- 
ence would  be  thrown  in  your  favor?  A.  That  was  plain  that  it 
would  be. 
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Q.  That  was  plain.  And  he  told  you  that  if  you  did  not  di- 
vide the  control  with  him  that  his  influence  would  be  thrown 
against  you  ?  A.  He  said  his  whole  influence  would  be  against 
me. 

Q.  And  that  there  would  probably  be  legislative  action?  A. 
Yes,  there  might  be  legislative  action. 

Q.  Now,  in  what  event — I  want  to  get  this  as  precisely  as  pos- 
sible— in  what  event  did  he  say  there  would  be  legislative  ac- 
tion ?  A.  Well,  the  air  was  full  of  talk  about  legislative  action  at 
that  time,  Mr.  Hughes. 

Q.  In  that  interview?  A.  No,  I  mean  the  atmosphere  about 
insurance  companies ;  not  in  that  interview — I  would  not  put  it 
that  way. 

Q.  Did  he  refer  to  the  political  influence  that  he  would  exert 
at  the  interview  at  which  Mr.  Root  and  Mr.  Cravath  were  pres- 
ent?   A.  My  recollection  is  that  he  did. 

Q.  Did  he  refer  to  the  probability  of  legislative  action  at  that 
interview?    A.  He  did. 

Q.  Did  he  say  anything  about  the  probability  of  legislative  ac- 
tion in  the  event  that  you  gave  him  a  share  of  the  purchase  ?  A. 
No. 

Q.  Then  his  mention  of  legislative  action  was  in  connection 
with  your  refusal  to  grant  his  request?  A.  Well,  I  tried  to  put 
that  as  I  recollect  it,  Mr.  Hughes.  It  was  that  in  the  event  of 
legislative  action  that  his  influence  would  be  important  for  or 
against  me. 

Q.  In  the  event  of  legislative  action  his  influence  would  be 
important  for A.  Might  be. 

Q.  Might  be  important  for  or  against  you.  Did  he  explain 
how  his  influence  would  be  important  ?    A.  No,  he  did  not. 

Q.  Did  you  say  anything  to  him  in  regard  to  that?  A.  No,  I 
did  not  pay  any  attention  to  it. 

Q.  You  did  not  ask  him  why  it  would  be  important?    A.  No. 
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Q.  Didn't  he  tell  you  in  substance  that  if  you  did  not  meet  his 
wishes  in  the  matter  there  would  probably  be  legislative  action  ? 
A.  No,  he  did  not  say  that. 

Q.  Didn't  he  tell  you  that  if  you  did  not  meet  his  wishes  or 
permit  him  to  have  a  share  of  the  stock  that  his  political  influence 
would  be  thrown  against  you  ?    A.  Not  in  those 

Q.  Not  in  those  words,  but  in  substance?  A.  I  understood 
that  his  entire  influence,  whether  political,  financial  or  otherwise, 
would  be  against  me. 

Q.  If  you  did  not  yield  to  his  request — ^that  was  it,  wasn't  it? 
A.  That  was  my  understanding. 

Q.  And  that  included  whatever  influence  he  was  able  to  exert 
directly  or  indirectly  to  bring  about  legislative  action?  A.  I 
would  not  say  that,  Mr.  Hughes. 

Q.  But  he  told  you  that  his  infiuence  was  important  and  would 
be  important  in  case  there  was  legislative  action?    A.  Yes,  sir. 

Q.  That  is  the  substance  of  it?    A.  Yes. 

Q.  And  you  understood  fully  that  in  refusing  to  meet  his 
wishes  you  were  taking  the  chance  of  whatever  opposition  he 
could  bring  to  bear  upon  you  ?    A.  In  any  direction. 

Q.  And  with  that  understanding  you  did  refuse  ?    A.  I  did. 

Q.  And  you  told  him  that  you  intended  that  the  management 
of  the  Equitable  should  be  entirely  independent  ?    A.  I  did. 

Q.  Independent  of  what?  A.  Independent  of  me  and  every- 
body else. 

Q.  Independent  of  you  and  independent  of  him  ?    A.  Yes. 

Q.  Why  were  you  not  willing  to  have  Mr.  Harriman  name 
two  trustees  to  go  in  with  Mr.  Cleveland,  Judge  O'Brien  and 
Mr.  Westinghouse ?  They  would  have  been  a  minority?  A. 
That  is  true,  Mr.  Hughes,  but  I  was  determined  to  carry  out — 
I  was  determined  to  try  to  carry  out  the  plans  that  I  had 
formed. 
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Q.  You  did  not  want  Mr.  Harriman  as  a  partner  in  that  enter- 
prise ?    A.  I  did  not  want  anybody  as  a  partner. 

Q.  Now,  is  there  anything  that  you  recall  that  you  have  said 
that  Mr.  Harriman  told  you  that  was  not  told  you  in  the  presence 
of  Mr.  Root  and  Mr.  Cravath?  A.  I  do  not  recollect.  We  had 
several  interviews. 

Q.  The  whole  matter  was  gone  over  then  ?  A.  The  purport  of 
all  the  interviews  was  about  the  same  as  the  interview  we  had  with 
Mr.  Cravath  and  Mr.  Root. 

Q.  And  subsequently  you  had  other  interviews  when  Mr.  Harri- 
man and  you  were  alone?  A.  I  think  the  next  two  interviews 
were  over  the  telephone. 

Q.  Did  you  have  any  other  interviews  after  the  interview  when 
Mr.  Root  and  Mr.  Cravath  were  present  at  his  office  or  at  your 
office?     A.  No,  I  think  not. 

Q.  And  what  were  these  interviews  over  the  telephone?  A. 
Q.  To  find  out  whether  you  had  changed  your  mind  ?  A.  Yes, 
to  find  out  whether  I  had  changed  my  mind;  and  finally  over  the 
telephone  I  told  him  there  was  no  use  talking  about  the  matter  any 
more,  that  I  would  not  change  my  mind,  and  there  the  incident 
ended. 

Q.  Did  he  repeat  anything  he  had  said  to  you  at  this  interview 
when  Mr.  Root  and  Mr.  Cravath  were  present  about  the  conse- 
quences of  your  refusal?  A.  No,  not  that  I  remember,  over  the 
telephone. 

Q.  I  asked  you,  on  Friday,  this  further  question :  "Did  Mr. 
Harriman  say  there  would  be  any  results  injurious  to  your  interest 
in' case  you  refused  to  admit  him  to  share  in  the  ownership?"  I 
will  repeat  that  question.  A.  Mr.  Harriman  said  that  his  entire 
influence  would  be  thrown  against  me. 

Q.  Including  his  political  influence  and  financial  influence  ?  A. 
Wei],  I  included  his  political 
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Q.  Well,  he  mentioned  the  word  political,  did  he  not?  A.  Did 
at  one  interview. 

Q.  At  this  interview  when  Mr.  Root  and  Mr.  Cravath  were 
present?     A.  Yes. 

Q.  And  in  connection  with  your  refusal  to  sell  the  stock?  A. 
Yes. 

Q.  I  will  ask  you  the  further  question  that  I  put  on  Friday: 
"Now,  did  he  say  that  any  action  on  the  part  of  the  Legislature  or 
any  official,  and  officer  of  the  government,  would  be  taken  in  the 
event  you  would  refuse  to  accede  to  his  request  ?"    A.  He  did  not. 

Q.  I  also  asked  you  this  question :  "You  said,  well,  I  told  Mr. 
Harriman  that  I  wanted  to  be  free  and  did  not  want  any  part- 
ners in  the  transaction.  Q.  Did  you  tell  him  why  ?  A.  My  prin- 
cipal reason  was  that  I  wanted  to  make  this  trust  deed  in  my 
own  way.  Q.  Did  you  tell  him  that?  A.  I  did.  Q.  What  did 
he  say  to  that  ?"  That  question  was  not  answered.  A.  Well,  I  do 
not  specifically,  Mr.  Hughes — I  do  not  remember  what  he  said. 

Q.  What  he  said  has  been  covered  by  your  statement  already? 
A.  It  has  been  covered  by  my  previous  answer. 

Q.  I  also  asked  you  "Did  he,"  that  is  Mr.  Harriman,  "say 
whether  or  not  he  was  willing  to  put  it,"  referring  to  the  stock,  "in 
trust  ?"  A.  He  finally  agreed — proposed  if  I  would  accede  to  his 
wishes  in  allowing  him  to  become  an  owner  of  the  stock  and  name 
two  trustees,  that  he  would  agree  that  it  should  go  in  trust. 

Q.  Did  Mr.  Harriman  tell  you  in  substance  that  he  did  not 
propose  to  have  anybody  own  the  Equitable  stock  or  the  control 
of  it  without  his  having  an  interest  in  it?  A.  Well,  I  should  not 
like  to  say  that,  Mr.  Hughes.  The  conversation  between  Mr. 
Harriman  and  me  was  rather  strenuous  sometimes. 

Q.  Well,  I  mean  whether  that  was  the  substance  of  his  remarks  ? 
A.  I  do  not  think  he  intended  anybody  to  come  into  the  Equitable 
situation  if  he  could  help  it. 
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Q.  By  the  Equitable  situation  you  mean  the  control  of  the  stock? 
A.  Yes. 

Q.  You  have  now  stated,  Mr.  Ryan,  that  all  that  took  place  be- 
tween you  and  Mr.  Harriman  with  reierence  to  the  Equitable  stock 
and  his  desire  to  acquire  a  portion  of  it  with  you  ?  A.  To  the  best 
of  my  recollection,  yes,  sir. 

Q.  And  after  that  time,  I  refer  to  the  few  days  immediately  suc- 
ceeding your  purchase  from  Mr.  Hyde,  have  you  had  any  further 
interviews  with  him  about  it  ?     A.  Not  that  I  remember. 

Q.  The  matter  has  not  been  brought  up  again?  A.  Since  the 
purchase  of  the  stock? 

Q.  Yes.    A.  No. 

Q.  I  understand  you  completed  the  purchase  on  the  9th  of  June 
and  the  trust  deed  was  executed  about  the  15th  of  June  and  that 
these  interviews  took  place  during  the  intervening  period?  A. 
Yes. 

Q.  And  since  that  time  nothing  has  been  said  or  done  about  it' 
between  you  and  Mr.  Harriman  ?    A.  No. 

Q.  And  I  think  you  said  the  other  day  that  nobody  else  had 
tried  to  obtain  any  part  of  the  stock  either  at  that  time  or  subse- 
quently ?    A.  No,  sir. 

Q.  In  referring  to  the  probability  of  legislative  action,  did  Mr. 
Harriman  say  anything  to  indicate  the  nature  of  the  action  to 
which  he  referred?     A.  He  did  not. 

Q.  Has  anybody  else  had, any  talk  with  you  with  regard  to 
the  action  either  of  the  Legislature  or  of  the  Governor?  Of 
course,  I  mean  apart  from  your  consultations  with  your  counsel? 
A.  No,  sir. 

Q.  Or  with  reference  to  this  investigation?     A.  No,  sir. 

MR.  HUGHES :  That  is  all,  Mr.  Ryan. 

THE  CHAIRMAN  :  I  presume  it  might  be  unnecessary  for  us 
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to  assure  you,  Mr.  Ryan,  that  we  are  grateful  to  you  for  coming 
here  under  somewhat  embarrassing  circumstances,  and  we,  of 
course,  appreciate  how  a  man  who  is  willing  to  reveal  his  own  acts 
and  conversations  may  hesitate  to  reveal  the  acts  and  conversations 
of  another;  but  we  are  here  on  a  serious  and  important  inquiry, 
and  we  felt  that  it  was  a  matter  of  importance  to  the  subject  of  our 
investigation  and  we  must  not  let  feelings  of  that  sort  interfere 
with  what  was  very  plainly  our  duty,  and,  as  you  explained  your 
position  when  you  came  to  the  stand,  I  want  you  to  understand  as 
you  leave  it  that  the  Committee  is  very  pleased  indeed  that  you 
have  returned  to  the  witness  stand  voluntarily  and  made  the  state- 
ment of  the  facts. 

THE  WITNESS :  I  appreciate  it,  and  I  thank  you. 

MR.  HUGHES :  Mr.  Chairman,  are  we  ready  to  proceed  ? 

THE  CHAIRMAN :  Yes. 

JOHN  F.  DRYDEN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Senator  Dryden,  you  are  the  president  of  the  Prudential 
Insurance  Company  of  America  ?    A.  Yes,  sir. 

Q.  How  long  have  you  been  president  of  that  company?  A. 
About  twenty-four  years. 

Q.  You  have  devoted  your  attention  to  the  insurance  business 
for  a  long  period  ?     A.  Yes,  sir. 

Q.  When  did  you  begin  to  take  an  interest  in  insurance  ques- 
tions?   A.  About  1865. 
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Q.  When  did  you  first  become  connected  with  any  insurance 
enterprises?    A.  Officially? 

Q.  Or  as  a  student?     A.  Well,  about  1865. 

Q.  Did  you  make  a  special  study  of  industrial  insurance  in 
Great  Britain?    A.  I  did  study  it  later  on,  yes,  sir. 

Q.  When  did  you  first  become  connected  with  the  company  that 
is  now  the  Prudential  ?  A.  I  was  connected  with  it  from  the  time 
its  charter  was  granted  in  1873. 

Q.  Under  what  name  was  it  first  incorporated?  A.  The 
Widows'  and  Orphans'  Friendly  Society. 

Q.  In  what  capacity  were  you  then  associated  with  this  society  ? 
A.  I  was  the  secretary  of  a  tentative  organization  working  out — 
well,  I  was  working  out  the  plan  upon  which  the  company  is  at 
present  organized. 

Q.  The  company  continued  business  under  that  name  for  how 
long?     A.  Until  I  think  it  was  1875. 

Q.  It  was  incorporated  by  special  charter  ?  A.  By  special  char- 
ter of  the  Legislature  of  New  Jersey. 

Q.  Of  the  Legislature  of  New  Jersey  ?    A.  Yes. 

Q.  And  this  amendment  was  by  special  charter  in  1875?  A. 
Yes,  sir. 

Q.  What  sort  of  business  did  it  do  during  that  period?  A. 
Well,  it  did  a  similar  business  in  practice  to  that  that  it  now  does, 
but  differing  in  details. 

Q.  It  did  what  is  called  an  industrial  business,  weekly  pay- 
ments ?    A.  Of  that  nature,  yes,  sir. 

Q.  When  I  referred  a  moment  ago  to  your  study  of  this  subject 
it  was  with  the  understanding  that  prior  to  the  time  you  became 
connected  with  the  New  Jersey  company,  you  had  had  some  con- 
nection with  similar  companies  abroad?  A.  No,  sir,  no  connec- 
tion with  similar  companies  abroad.  I  had  studied  the  subject  in 
all  the  books  and  literature  that  I  could  find  in  the  libraries  here. 
I  had  some  interest  in  it,  I  think,  originally  by  a  reference  to  it 
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by  Mr.  Elizur  Wright  in  one  of  his  early  reports,  and  it  seemed  to 
me  that  there  was  a  great  field  for  the  operation  of  that  business  in 
this  country,  and,  my  attention  being  directed  to  it,  I  began  to 
study  it.  At  that  time  there  was  comparatively  little  literature  to 
be  had  in  this  country  upon  it,  but  whatever  there  was  relating  to 
friendly  societies  and  kindred  organizations  I  tried  to  find  and 
read. 

Q.  And  that  continued  until  1873?    A.  Yes,  sir. 

Q.  When  you  became  interested  in  this  society  you  have  meit- 
tioned?    A.  Yes,  sir. 

Q.  Was  the  Widows  and  Orphans'  Friendly  Society  a  stock 
corporation?    A.  Yes,  sir. 

Q.  What  was  the  amount  of  its  capital  stock  ?  A.  The  author- 
ized capital  stock  was  twenty-five  thousand  dollars,  not  exceeding 
one  hundred  thousand  dollars,  of  which  twenty  per  cent. 'must  be 
paid  in. 

Q.  How  much  of  the  capital  stock  of  that  company  was  paid  in  ? 
A.  Ultimately  do  you  mean,  Mr.  Hughes? 

Q.  Yes.  A.  Ultimately,  something  like  ninety-one  thousand 
dollars  was  paid  in  by  stockholders. 

Q.  When  was  the  name  of  the  company  changed  from  the 
Widows  and  Orphans' — from  the  Prudential  Friendly  Society, 
which  I  understand  was  the  name  in  1875?  A.  From  the  Pru- 
dential Friendly  Society,  my  impression  is  it  was  in  1876,  about 
that  time. 

Q.  And  its  name  became  what?  A.  The  Prudential  Insurance 
Company  of  America. 

Q.  The  name  it  now  has  ?    A.  Yes. 

Q.  You  were  originally  secretary?    A.  Yes,  sir. 

Q.  And  you  remained  secretary  for  how  long?  A.  I  was  secre- 
tary until  I  was  elected  president  in  1881, 1  think. 

Q.  At  what  time  was  it  that  the  ninety-one  thousand  dollars  was 
paid  in,  or  by  what  time  had   the  payments  aggregating  that 
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amount  been  completed  ?  A.  Fifty-nine  hundred  dollars  was  paid 
in  when  the  company  was  put  upon  its  present  basis,  in  1875. 
That  amount  of  capital  continued  at  that  figure  until  the  company 
desired  to  enter  the  States  of  New  York  and  Pennsylvania,  in  1879, 
when  the  capital  was  then  increased  by  an  additional  payment  by 
the  stockholders  and  a  small  dividend  out  of  the  then  surplus  of 
the  company  making  the  capital  of  the  company  sufficient  to  enable 
it  to  comply  with  the  requirements  of  the  laws  of  New  York  and 
Pennsylvania. 

Q.  And  at  that  time  was  the  aggregate  reached  of  ninety-one 
thousand?  A.  That  was  the  aggregate  paid  in  by  the  stock- 
holders ;  as  I  explained,  there  was  a  small  additional  amount  paid 
out  of  the  then  existing  surplus,  making  it  one  hundred  thousand 
dollars. 

Q.  What  have  been  the  additional  increases  in  the  capital  stock 
of  the  company?  A.  They  have  been  increased  from  time  to 
time,  until  the  capital  stock  is  now  two  million  dollars. 

Q.  Is  it  a  fact  that  all  the  increases  from  the  time  when  it  was 
one  hundred  thousand  dollars  to  the  present  time  have  been 
through  stock  dividends  ?     A.  That  is  a  fact. 

Q.  Yes.  A.  If  you  will  allow  me  to  explain,  the  Prudential 
was  organized  as  a  stock  company  purely  and  simply ;  there  never 
was  at  that  time  a  thought  of  its  doing  a  mutual  business.  Its 
business  was  confined  exclusively  to  industrial  insurance;  follow- 
ing the  precedent  of  the  Prudential  of  London,  from  which  the 
company  took  its  name  and  system  of  business,  whatever  surplus 
might  be  created  out  of  the  business  was  then  considered  as  the 
property  of  the  stockholders  of  the  company.  Out  of  this  surplus 
thus  created  and  belonging  to  the  stockholders,  from  time  to  time 
dividends  were  declared  until,  as  I  said,  the  capital  amounted  to 
two  million  dollars. 

Q.  So  that  capital  of  two  million  dollars  represented  $91,000 
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originally  paid  in,  and  the  profits  upon  that   investment?    A. 
About  $91,000.     There  was  a  mere  fraction  of  difference. 

Q.  And  the  rest  was  profits  upon  that  investment?  A.  Pre- 
cisely. 

Q.  When  was  it  that  the  stock  reached  the  aggregate  of  two 
million  dollars?  A.  If  you  will  allow  me  to  refer  to  a  paper,  Mr. 
Hughes,  I  will  tell  you. 

Q.  Certainly.  A.  The  story  has  been  told  to  the  public  many 
times,  and  I  have  no  objection,  I  am  sure,  to  repeating  it  here. 
The  last  increase  in  the  capital  stock  from  the  surplus  of  the 
company  was  in  the  year  1893.  If  I  follow  the  line  here  correctly, 
1893. 

Q.  What  dividends  are  paid  upon  the  capital  stock  of  two 
million  dollars?    A.  Ten  per  cent,  annually. 

Q.  That  has  been  so  continuously  from  1893  to  the  present 
time  ?    A.  Yes,  sir,  and  prior  to  that. 

Q.  Who  are  the  officers  of  the  Prudential?  A.  I  am  the  pres- 
ident. Dr.  Leslie  D.  Ward  is  vice-president,  Edgar  B.  Ward  is 
second  vice-president,  and  then  the  counsel,  Forrest  Dryden,  is 
third  vice-president.  Mr.  Wilbur  F.  Johnson  is  fourth  vice-pres- 
ident and  comptroller.  Edward  Gray  is  the  secretary.  Do  you 
wish  the  other  junior  officers,  such  as  the  actuaries  and  doctors, 
and  so  forth? 

Q.  No,  that  will  do.  Who  are  the  directors  of  the  Prudential? 
A.  We  have  fourteen  directors.  I  have  not  a  list  of  them.  I 
think  I  can  give  them  from  memory. 

Q.  The  officers  you  have  mentioned  are  all  directors?  A.  The 
officers  I  have  mentioned  are  all  directors,  excepting  the  secretary, 
who  is  not  a  director. 

Q.  Is  Forrest  F.  Dryden  a  relative  of  yours?  A.  He  is  my 
son. 

Q.  How  long  has  he  been  connected  with  the  company?  A 
Well 
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Q.  I  am  furnished  with  a  list  of  the  officers  which  I  will  read : 

Leslie  D.  Ward,  vice-president. 

Edgar  B.  Ward,  second  vice-president. 

Forrest  F.  Dryden,  third  vice-president. 

Wilbur  S.  Johnson,  fourth  vice-president  and  comptroller. 

Jacob  E.  Ward,  counsel. 

Edward  Kanouse,  treasurer. 

Edward  Gray,  secretary. 

T.  C.  E.  Blanchard,  superintendent  of  real  estate. 

Fred.  C.  Blanchard,  supervisor  of  loan  department. 

John  K.  Gore,  actuary. 

Directors : 

John  F.  Dryden. 

Leslie  D.  Ward. 

Edgar  B.  Ward. 

Theo.  C.  E.  Blanchard. 

Seth  A.  Keeney. 

Fred.  C.  Blanchard. 

Edward  Kanouse. 

Forrest  F.  Dryden. 

Jerome  Taylor. 

William  T.  Carter. 

Jacob  E.  Ward. 

Anthony  R.  Kuser. 

Uzal  H.  McCarter. 

Wilbur  S.  Johnson. 

Thomas  N.  McCarter. 

Q.  How  long  has  Mr.  Forrest  F.  Dryden  been  connected  with 
the  company  ?  A.  I  think  he  first  entered  the  services  of  the  com- 
pany fully  twenty-five  years  ago  as  a  boy,  for  which  he  received 
three  dollars  a  week.     He  remained  in  that  connection  for  possibly 
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two  years,  when  he  left  and  went  to  school.  He  returned  later 
on  and  went  into  the  service  of  the  company  in  the  field  work  as 
an  inspector,  and  afterwards  became  assistant  superintendent  in 
the  field.  Following  that  he  became  superintendent  of  a  district. 
Following  that  he  became  assistant  secretary  of  the  company — 
upon  the  death  of  the  previous  secretary  or  resignation  of  the 
previous  secretary  he  became  secretary.  Subsequently  he  was 
made  third  vice-president,  which  office  he  now  holds.  I  think 
his  last  connection  with  the  company  probably  covers  a  period  of 
about  twenty  years. 

Q.  Have  you  any  other  relative  connected  with  the  company. 
Senator?  A.  Well,  I  believe  I  have  one  or  two  relatives,  not 
very  near  and  not  holding  very  important  positions.  I  have  a 
nephew  who  is  getting,  I  think,  twenty  dollars  a  week.  He  has 
been  with  the  company  five  years  and  now  gets  that  salary.  I  do 
not  recall  that  I  have  any  other  direct  relatives.  My  son-in-law, 
I  should  say,  is  a  director  in  the  company,  but  not  in  the  employ  of 
the  company. 

Q.  That  is  Mr.  Anthony  R.  Kuser?    A.  Yes,  sir. 

Q.  Mr.  Edgar  Ward  and  Mr.  Leslie  D.  Ward  are  brothers? 
A.  They  are  brothers,  and  they  have  been  associated  with  me 
from  1875  when  the  company  was  organized  upon  its  present 
basis. 

Q.  Is  Mr.  Jacob  E.  Ward  also  a  relative?  A.  He  is  a  brother 
of  the  other  two  gentlemen  named  Ward. 

Q.  And  Uzal  H.  McCarter  and  Thomas  N.  McCarter  are 
brothers?    A.  They  are. 

Q.  What  arrangement  was  made  in  or  about  1903  for  the 
transfer  of  the  control  of  the  stock  of  the  Prudential  to  the 
Fidelity  Trust  Company?  A.  I  suppose  you  will  allow  me  to 
make  a  little  statement,  will  you,  explaining  the  transaction? 

Q.  Certainly.  A.  For  some  time  I  had  been  apprehensive 
as  to  the  distribution  of  the  stock  of  the  company.     The  found- 
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ers  of  the  company,  those  who  were  associated  with  me,  and 
my  other  co-workers  were  getting  older  and  dying  off,  and  the 
stock  was  passing  into  the  hands  of  their  estate  or  it  was  being 
sold  and  distributed.  I  saw  that  the  time  might  come  when  that 
would  be  a  very  dangerous  situation  for  the  policyholders  of 
the  company.  The  company  had  been  my  own  life  work,  and  I 
had  my  pride  in  it  and  in  addition  to  that  I  was  extremely 
anxious  to  protect  the  great  mass  of  policyholders  who  had 
shown  their  confidence  by  insuring  with  us.  I  consulted  counsel 
as  to  various  schemes.  My  first  proposition  was  to  extend  to 
the  policyholders  the  right  of  franchise,  the  right  to  vote  at  the 
annual  meetings.  I  was  advised  that  without  the  unanimous 
consent  of  all  the  stockholders,  and  in  the  face  of  the  objection 
of  any  stockholders  that  that  scheme  could  not  be  carried  into 
effect.  I  think  it  was  several  years  that  I  had  that  scheme  in  my 
mind  and  talked  at  different  times  with  counsel  as  to  the  matter. 
Finally  I  was  compelled  to  abandon  it  because  I  knew  it  was 
impossible  to  get  the  unanimous  consent  of  all  the  stockholders. 
I  then  began  to  inquire  as  to  some  other  plan  by  which  that 
stock  could  be  concentrated  and  held  together  for  the  protection 
of  the  company,  and  as  a  defense  against  the  attempts  of  any 
selfish  interests  to  get  control  of  that  company  for  selfish  pur- 
poses. A  number  of  different  schemes  were  proposed  and  re- 
jected. This  plan  of  selling  to  the  Fidelity  a  majority  of  the 
stock  of  the  Prudential  and  then  in  turn  of  purchasing  of 
a  new  issue  of  stock  of  the  Fidelity  a  sufficient  amount  for  the 
Prudential  to  own  a  majority  of  that  stock,  and  thus  control 
the  situation  was  proposed,  and  after  careful  consideration  was 
adopted. 

This  matter  was  talked  over  very  fully  with  the  managers  and 
members  of  the  Board  and  enough  of  the  stock  of  the  Prudential 
entered  into  an  agreement  with  the  Fidelity,  under  which  they 
bound  themselves  to  sell  to  the  Fidelity  a  sufficient  amount  of 
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Prudential  stock  to  lodge  in  that  company  the  control.  I  was 
about  to  take  steps  to  carry  out  the  other  part  of  the  scheme, 
viz.,  the  purchase  by  the  Prudential  of  enough  of  a  new  issue 
of  the  Fidelity  stock  to  give  it  control  of  the  Fidelity,  when  ac- 
tion was  taken  before  the  court  and  the  court  intervened,  and  an 
objection  was  raised,  and  sustained  by  the  court.  In  the  mean- 
time this  other  part  of  the  contract,  as  to  purchasing  the  Pru- 
dential stock  by  the  Fidelity  had  become  a  contract.  Every 
party  including  the  Fidelity  was  bound  to  carry  out  that  con- 
tract. This  scheme  I  advertised  widely;  it  was  not  done  in  a 
corner.  I  published  it  in  the  newspapers.  I  sent  notices  of  it 
to  every  stockholder;  I  notified  every  Insurance  Superintendent 
in  the  country;  I  sent  out  circulars  to  our  entire  field  staff;  so 
that  they  might  circulate  it  among  our  policyholders,  and  I  gave 
to  it  in  every  way  the  widest  publicity  that  I  could. 

At  that  time  the  Prudential  stock  was  selling  in  the  market  at 
between  800  and  900.  Those  who  entered  into  this  contract  with 
the  Fidelity  agreed  to  sell  their  stock  to  that  company  at  600. 
Small  blocks,  as  I  say,  commanding  a  price  of  between  eight 
hundred  and  nine  hundred  and  it  is  needless  to  say  that  the  con- 
trol of  the  company  would  have  commanded  a  much  higher 
price.  Many  of  the  stockholders  of  the  Prudential  were  so  dis- 
satisfied with  the  price  which  it  was  "proposed  by  the  Fidelity 
to  pay  for  this  that  they  absolutely  refused  to  join  in  it,  so  that 
when  the  matter  was  consummated  only  about  60  per  cent,  of 
the  Prudential  stock  was  willing  to  sell  or  would  sell  at  that 
figure,  practically  40  per  cent.,  39  and  a  fraction  per  cent,  refused 
absolutely  to  sell  to  the  Fidelity  at  that  price;  but  those  of  us 
had  entered  into  the  contract  to  deliver  a  majority  of  the  Pru- 
dential to  the  Fidelity  were  bound  to  keep  that  contract,  and 
thus  individually  we  were  forced  to  sell  to  the  Fidelity  in  order 
to  carry  out  that  contract  a  larger  percentage  of  our  holdings 
than  we  had  anticipated  or  than  we  desired  to  sell. 
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Now,  that  part  of  the  contract  being  consummated  we  were 
unable  to  carry  out  the  other  part  of  the  contract.  I  had  in 
mind  two  matters— two  important  matters  in  which  I  wished  to 
protect  the  policyholders  of  the  Prudential  Company.  One  was, 
as  I  have  said  as  to  the  control  of  the  company  in  order  to  keep 
it  out  of  the  hands  of  selfish  and  designing  men  who  had  no 
sentimental  attachment  to  it  and  the  other  was  to  quiet  an  in- 
creasing demand  on  the  part  of  certain  stockholders  for  an  in- 
creased cash  or  stock  dividend.  That  demand  became  clamor- 
ous and  threatening.  I  had  concluded  that  the  company  had 
reached  its  length,  that  it  had  gone  as  far  as  it  ought  to  go,  and 
I  was  determined  that  so  far  as  I  was  concerned  I  would  never 
permit  another  increase  of  one  dollar  either  in  stock  or  cash 
dividends  by  that  company,  and  that  I  would  use  every  influence 
that  I  legitimately  could  to  prevent  it.  That  was  another  reason 
for  placing  this  stock  where  a  majority  of  it  could  be  controlled. 

Q.  Who  were  the  parties  to  the  contract  with  the  Fidelity? 
A.  Well,  I  was  one  of  them — I  think  every  officer  who  held  the 
Prudential  stock  joined  in  it,  some  individually  outside — stock- 
holders. 

Q.  Was  that  part  of  the  proposed  plan  carried  out  so  that 
the  Fidelity  itself  held  a  majority  of  the  stock  of  the  Prudential? 
A.  No,  sir,  not  at  present.  There  was  objection  to  the  Fidelity's 
holding  a  majority  of  the  stock  of  the  Prudential  and  therefore 
the  Fidelity  agreed  to  sell  a  small  amount  of  that  stock  so  that 
it  does  not  hold  a  majority. 

Q.  What  amount  does  the  Fidelity  Trust  Company  hold?  A. 
Nearly  a  majority — I  don't  remember  the  exact  percentage  but 
very  near  a  majority. 

Q.  What  is  the  par  of  your  shares  ?    A.  $50. 

Q.  So  that  there  are  40,000  shares?    A.  Yes,  sir. 

Q.  And  does  the  Prudential  hold  over  19,900?  A.  The 
Fidelity. 
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Q.  I  mean  does  the  Fidelity  hold  over  19,900.  A.  I  am  not 
sure  as  to  the  exact  amount.     It  is  a  little  under  a  majority. 

Q.  A  little  under  20,000  shares  ?    A.  Yes,  sir. 

Q.  Had  the  majority  or  over  20,000  shares  been  already  sold 
to  the  Fidelity?    A.  Yes,  sir. 

Q.  And  the  Fidelity  then  parted  with  a  fraction?    A.  Yes,  sir. 

Q.  To  reduce  its  holdings  to  something  under  half  of  the  en- 
tire amount  of  the  stock?    A.  It  did. 

Q.  This  took  place  in  1903?    A.  Yes,  sir. 

Q.  And  the  holders  of  the  20,000  approximately  who  sold  to 
the  Fidelity  received  approximately  $6,000,000?  A.  Yes,  sir, 
they  did. 

Q.  And  those  who  received  $6,000,000  for  the  stock  were  sub- 
stantially of  the  company,  were  they  not  ?  A.  Largely  so,  yes, 
sir. 

Q.  Well,  they  embraced  yourself  and  the  Messrs.  Ward  and 
the  Messrs.  McCarter?  A.  Well,  Mr.  McCarter  I  think  held  a 
very  small  amount — very  small  amount  if  any;  I  don't  recollect; 
I  presume  he  held  some  but  it  was  very  small. 

Q.  You  yourself  held  a  very  large  part  of  it?  A.  I  held  a 
considerable. 

Q.  And  the  Messrs.  Ward?    A.  Yes,  sir. 

Q.  In  other  words  the  controlling  interest  in  the  company 
resided  in  your  family  and  the  Ward  family,  did  it  not?  A. 
Not  absolutely,  no,  sir,  it  did  not. 

Q.  How  nearly?  A.  If  it  had  I  should  not  have  needed  to 
carry  out  this  scheme.  I  should  say  that  the  Ward  family  and 
myself  possibly  held  one-third — around  one-third — about  one- 
third  possibly. 

Q.  And  the  McCarter  family?  A.  Well,  they  held  practical- 
ly— I  don't  know  of  any  of  the  McCarter  family  but  one  that 
possibly  held  any  at  that  time  and  if  he  held  any  it  was  a  very 
slight  amount. 
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Q.  Now  the  Board  of  Directors  of  the  Fidelity  Trust  Com- 
pany included  yourself?    A.  Yes,  sir. 

Q.  And  Mr.  Leslie  D.  Ward  and  Edgar  B.  Ward?  A.  They 
did. 

Q.  And  Forrest  F.  Dryden?  A.  I  think  he  was  a  director  at 
that  time. 

Q.  And  Anthony  R.  Kuser?    A.  I  think  so. 

Q.  And  Uzal  H.  McCarter  and  Thomas  N.  McCarter?  A. 
Yes. 

Q.  And  Wilbur  S.  Johnson?  A.  I  think  not — not  at  that 
time.  Let  me  say,  if  your  will,  that  a  little  over  one-third  of  the 
Board  of  Directors  of  the  Fidelity  are  interested  in  the  Pruden- 
tial either  as  stockholders  or  as  officers  and  stockholders,  nearly 
two-thirds  of  the  directors  of  the  Fidelity  have  no  interest  in  the 
Prudential  whatever. 

Q.  But  the  officers  of  the  Prudential  that  I  have  mentioned 
are  also  directors  of  the  Fidelity?    A.  I  think  so. 

Q.  And  were  at  that  time.  Now,  having  carried  out  so  far 
as  possible  the  plan  for  placing  the  stock  with  the  Fidelity,  that 
is  in  effect  a  fraction  under  a  majority,  how  far  were  you  able  to 
carry  out  the  plan  of  placing  the  control  of  the  Fidelity  Trust 
Company  with  the  Prudential?  A.  We  were  not  able  to  carry 
it  out  at  all  so  far  as  the  Prudential  as  a  corporation  was  con- 
cerned ;  the  Prudential  was  prevented  from  taking  any  additional 
stock  at  that  time.  The  Prudential  owned  and  had  owned  for  a 
few  years  some  of  the  Fidelity's  stock  but  it  was  not  permitted 
to  take  any  more. 

Q.  There  was  an  increase  of  stock  by  the  Fidelity  Trust  Com- 
pany, was  there  not  ?    A.  Yes,  sir. 

Q.  Are  we  right  in  the  year  in  saying  1903  that  this  sale  of 

the  Prudential's  stock A.  I  believe  that  to  be  so — 1903 — I 

think  that  is  so. 

Q.  Was  there  an  increase  in  the  Fidelity  Company's  stock 
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in  1902?  I  note  from  your  list  of  stocks  owned  that  $250,000 
in  par  value  of  the  stock  of  the  Fidelity  Trust  Company  was 
purchased  in  1900  and  $238,500  in  par  value  was  purchased  on 
February  28th,  1902,  the  latter  purchase  having  been  made  at 
$500  for  price  of  $1,192,000;  and  deducting  certain  stock  sold, 
your  present  holding  of  the  Fidelity  Trust  Company's  stock  is 
stated  to  be  $480,000  in  par  value  with  a  book  value  of 
$1,775,000.  Now  was  any  part  of  that  stock  acquired  with  ref- 
erence to  the  plan  that  you  have  suggested?  A.  Not  a  share  of 
it. 

Q.  So  what  yoh  proposed  to  accomplish  was  to  acquire  stock 
in  addition  which  would  give  a  control  of  the  Fidelity?  A. 
Yes,  sir. 

Q.  But  owning  $480,000  in  par  value  of  the  stock  of  the  Fi- 
delity, you  were  short  of  a  control  of  how  much?  A.  After 
the  stock  was  increased? 

Q.  Was  it  increased?  Was  the  stock  of  the  Fidelity  in- 
creased?   A.  The  stock  of  the  Fidelity  was  increased. 

Q.  To  what  amount?    A.  To  $2,000,000. 

Q.  And  representing  what  nvimber  of  shares?  A.  Previous 
to  that  it  was  $1,500,000,  and  the  increase  would  represent 
five  thousand  shares — $500,000  increase. 

Q.  There  were  twenty  thousand  shares  all  told?  A.  Yes, 
sir. 

Q.  Of  which  you  have  forty-eight  hundred?    A.  Yes,  sir. 

Q.  Now,  have  you  increased  your  holdings  in  the  stock  of 
the  Fidelity?    A.  Personally? 

Q.  No,  I  am  referring  to  the  company.  A.  The  Prudential 
— no,  sir. 

Q.  Do  you  hold  stock  of  the  Fidelity  Trust  Company?  as 
collateral  when  you — when  I  say  you  I  am  referring  to  your 
company  ?  A.  I  think  not.  I  do  not  think  we  have  a  share  of 
the  Fidelity  stock  as  collateral. 
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Q.  It  has  been  suggested  that  in  order  to  effect  the  control 
of  the  Fidelity  you  have  made  large  loans  upon  its  stock — is 
there  any  truth  in  that?  A.  Absolutely  nothing.  We  did  at 
one  time  have  a  little  Fidelity  stock  as  collateral,  but  that  I 
have  taken  out  entirely,  and  we  have  not  had  for  perhaps  a 
year  and  a  half — have  not  had  a  share  of  it. 

Q.  Pardon  me — did  I  interrupt  you?     A.  No,  sir. 

Q.  Where  did  the  Fidelity  Company  get  the  money  to  buy 
stock  of  the  Prudential,  that  is  the  six  million  dollars,  approxi- 
mately, that  was  required  for  that  purpose  ?  A.  It  got  it  from 
its  assets,  its  capital  and  surplus,  and  so  forth. 

Q.  The  Equitable  Life  Assurance  Society  invested  consider- 
able in  the  stock  of  the  Fidelity,  did  it  not?  A.  I  believe  they 
did. 

Q.  And  when  did  it  make  that  investment?  A.  I  think — 
well,  I  should  say  perhaps  in  1902,  although  I  am  not  positive. 

Q.  At  the  time  that  you  got  the  additional  two  thousand 
three  hundred  and  eighty-five  shares?  A.  I  should  think  so.;  I 
am  not  positive. 

Q.  Did  they  invest  at  that  time  about  the  same  amount  that 
you  invested?  A.  No,  sir,  I  should  think  not,  I  don't  recol- 
lect just  what  their  investment  was,  but  my  impression  is  they 
did  not  invest  as  much  as  we  did. 

Q.  From  the  last  report  of  the  Equitable  it  appears  that  they 
were  the  holders  on  December  31, 1904,  of  $250,000  in  par  value 
of  the  capital  stock  of  the  Fidelity  Trust  Company  of  the 
book  value  of  $1,375,000;  was  that  acquired"  in  1902,  according 
to  your  recollection?  A.  Well,  I  should  think  so,  but  I  don't 
want  to  speak  with  too  much  positiveness  on  that. 

Q.  Who  took  the  increased  shares  of  the  Fidelity  when  in 
1903  it  increased  its  stock?  A.  They  were  taken  by  indi- 
viduals.    I  took  some  and  my  association  took  some. 

Q.  Were  the  increased  shares  taken  largely  by  those  who 
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sold  shares  of  the  Prudential  to  the  Fidelity?  A.  I  think  some 
who  sold  stock  to  the  Fidelity  took  none  whatever  of  the  in- 
crease. 

Q.  And  others  did?    A.  And  others  did,  yes. 

Q.  And  in  addition  to  the  stock  holding  that  you  had  in  the 
Fidelity,  you  kept  for  a  considerable  time  a  large  amount  of 
money  on  deposit  with  the  Fidelity.  Looking  at  the  report  of 
your  company,  of  its  monthly  balances,  it  would  seem  that  the 
balance  with  the  Fidelity  Company  has  remained  at  substan- 
tially $1,480,000  for  about  a  year — in  efifect  that  $1,400,000  and 
upward  since  May,  1904,  and  prior  to  that  time,  and  through 
the  years  1903  and  1904,  to  May,  1904,  it  was  in  the  neighbor- 
hood of  $5,000,000.    Do  you  recall  that  fact?    A.  I  do. 

MR.  HUGHES:  I  will  read  the  balances  upon  the  record 
from  January  31,  1903,  that  is  the  monthly  bank  balances  of 
tlie  Prudential  Insurance  Company  of  America,  with  the  Fi- 
delity Trust  Company,  of  Newark. 

January  31,  1903 $4,928,752.00 

February  28,  1903 4,953,81 1. 00 

March  31,   1903 5,293,177.00 

April  30,  1903 4,125,650.00 

May  29,  1903 4,493,405.00 

June  30,  1903 5,346,685.00 

July  31,  1903 5,598,092.30 

August  31,  1903 6,261,068.74 

September  30,  1903 6,211,988.33 

October  31,  1903 6,036,439.37 

November  30,  1903 6,397,138.31 

December  31,  1903 4,098,255.21 

January  30,  1904 4,013,198.92 

February  29,  1904 4,411,350.15 
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March  31,  1904 5,101,123.32 

April  30,  1904 4,621,432.32 

May  31,  1904 1,457,317.47 

June  30,  1904 1,543,531.65 

July  29,  1904 1,460,147.53 

August  31,  1904 1,439,745.06 

September  30,  1904 1,441,412.77 

October  31,  1904 1,467,463.50 

November  30,  1904 1,480,565.38 

December  31,   1904 1,480,505.06 

January  31,  1905 1,480,31 1.26 

February  28,  1905 1,482,327.04 

March  31,  1905 1,482,800.37 

April  29,  1905 1,482,809.39 

May  31,  1905 1,480,176.90 

June  30,  1905 1,485,694.96 

July  31,  1905 1,485,375.38 

August  31,  1905 1,485,234.20 

Q.  Is  this  account  with  the  Fidelity  Trust  Company  an  ac- 
tive account?  A.  Not  so  active  as  some  other  accounts  at 
present.     It  has  been  at  times  very  active. 

Q.  Apparently  you  plan  to  leave  with  that  company  at  present 
about  one  million  four  hundred  thousand  dollars  on  deposit?  A. 
That  has  been  our  plan  for  some  little  time. 

Q.  Well,  I  suppose  that  is  not  an  accident;  that  is  the  under- 
standing of  what  should  be  left  on  deposit?  A.  Our  under- 
standing with  the  Fidelity  was  that  they  should  be  our  main 
depositories.  They  are  a  large  tenant  of  us,  occupying  import- 
ant quarters  in  our  building,  and  it  was  only  proper,  we 
thought,  it  was  only  proper  that  we  should  treat  them  as  our 
principal  depositories  and  we  have  so  done. 
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O.  What  rate  of  interest  do  they  pay  you  upon  the  deposit? 
A.  Two  per  cent. 

Q.  Upon  the  entire  amount?    A.  Yes,  sir. 

Q.  Did  they  pay  you  two  per  cent,  interest  when  formerly  the 
deposit  was  five  million  dollars,  approximately  ?    A.  Yes,  they  did, 

Q.  For  what  reason  did  you  reduce  the  amount  left  on  deposit 
with  the  Fidelity  from  about  five  million  dollars  to  a  million  and 
a  half  ?  A.  We  did  it  to  reduce  the  obligation  of  a  single  corpora^ 
tion  to  our  company. 

O.  And  about  the  same  time  you  increased  your  balance  with 
the  Equitable  Trust  Company  of  New  York?    A.  We  did. 

Q.  Is  the  Prudential  interested  in  the  Equitable  Trust  Com- 
pany of  New  York?    A.  Not 

Q.  Has  it  any  stock  interest  in  it  ?    A.  No  stock  interest. 

Q.  Have  the  officers  of  the  Prudential  a  stock  interest  in  the 
Ec[uitable  Trust  Company?  A.  I  think  possibly  two  or  three — 
the  officers  have  a  very  small  interest.  I  personally  had  a  very 
small  interest.  I  had  an  interest  of  275  shares  out  of — I  think 
their  capital  is  three  million,  and  I  had  $275,000.  My  interest 
was  the  largest  of  any  of  the  officers,  and  that  was  the  extent  of 
my  interest. 

Q.  That  remains  true  now  ?    A.  That  remains  true  now. 

Q.  Were  any  of  the  officers  of  the  Equitable  Life  Assurance 
Society  officers  or  directors  of  the  Fidelity  Trust  Company?  A. 
They  were. 

Q.  Who  were  directors — you  said  $275,000  as  your  interest 

in  the  Equitable — you  meant A.  $2,750.     You  confuse  me 

with  your  array  of  figures^  Mr.  Hughes. 

Q.  We  can  straighten  it  out.  A.  $27,500.  I  have  got  it  at  last. 
That  was  the  extent  of  my  interest — ^$27,500. 

Q.  Now,  what  officers  of  the  Equitable  Life  Assurance  Society 
are  officers  of  the  Fidelity  Company  of  Newark?    A.  Mr.  Hyde 
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still  remains  a  director Well,  of  the  Equitable  Trust  Com- 
pany? 

Q.  Of  the  Equitable  Life  Assurance  Society?  A.  If  you  treat 
Mr.  Hyde  as  still  a  member  of  the  Equitable  Life  Assurance  So- 
ciety, he  is  a  director.  Mr.  Mclntyre  is  a  director,  and  Mr.  Win- 
throp  is  a  director,  Mr.  Alexander,  Mr.  James  W.  Alexander  has 
been  until  recently  a  director,  but  he  has  resigned. 

Q.  Now,  a  question  came  up  as  to  the  amount  of  your  invest- 
ments in  the  Fidelity  Trust  Company  with  the  Insurance  Commis- 
sioner of  Massachusetts,  I  understand?     A.  Yes,  sir. 

Q.  And  what  was  the  question?  A.  The  Commissioner  ob- 
jected to  our  having  so  much  at  risk  in  one  company,  including  our 
holdings  in  the  stock  of  that  company  and  our  deposit  in  the 
company. 

Q.  He  figured  out  you  had  more  than  your  capital  and  surplus, 
in  fact,  with  one  company?    A.  I  think  so. 

Q.  And  you  entered  into  some  agreement  with  him?     A.  I  did. 

Q.  What  was  that  agreement?  A.  That  agreement  was  that 
the  company  would  not  have  at  risk  in  any  one  trust  company 
or  bank,  either  by  ownership  of  capital  stock  or  deposit,  or  both, 
more  than  fifty  per  cent,  of  the  surplus. 

Q.  Has  that  been  lived  up  to?     A.  Yes,  sir,  absolutely. 

Q.  When  was  that  agreement  made?  A.  I  think  a  year  and 
a  half  ago,  possibly  two  years — I  can't  remember. 

Q.  And  it  was  about  that  time  that  you  decreased  your  de- 
posits with  the  Fidelity?  A.  I  think  it  was.  We  proceeded  at 
once  to  carry  out  my  agreement  with  the  Commissioner  of  Massa- 
chusetts. 

Q.  Yes.  Now,  is  it  a  fact  that  the  Prudential  and  those  who 
were  interested  in  the  Prudential  as  officers  or  stockholders  con- 
trolled the  Fidelity  Trust  Company?    A.  I  think  that  is  so. 
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Q.  What  is  the  Public   Service   Corporation?    A.  Well,   the 
Public  Service  Corporation  is  a  corporation  which  owns  and  eon-  ■ 
trols  a  large  number  of  electric  light  plants,  gas  and  trolley  com- 
panies in  New  Jersey. 

Q.  Are  officers  of  the  Prudential  interested  in  the  Public  Ser- 
vice? -  A.  They  are. 

O.  Is  the  Prudential  a  holder  of  securities  issued  by  the  Public 
Service  Corporation?  A.  The  Prudential  is  and  has  been  for  a 
long  time — long  before  the  Public  Service  was  formed,  the  owner 
of  the  securities  of  some  of  the  companies  which  are  now  subsid- 
iary companies  of  the  Public  Service. 

Q.  The  Public  Service  Corporation  is  what  is  called  a  holding 
company — that  is,  it  issues  its  securities  against  the  stocks  and 
bonds  of  subsidiary  corporations,  who  continue  to  maintain  their 
identity  and  manage  their  business?  A.  No,  sir.  The  Public 
Service  has  guaranteed  certain  returns  upon  the  stock  of  some 
of  those  corporations.  The  Public  Service,  when  it  organized,  as- 
sumed similar  obligations,  which  had  been  created  previously  by 
other  corporations. 

Q.  To  what  extent  is  the  Prudential  interested  in  securities  of 
companies  owned  by  the  Public  Service  Corporation?  A.  We 
hold  the  bonds  of  some  sixteen  different  companies  controlled  by 
Public  Service.  These  bonds,  a  number  of  them,  are  on  very 
old  companies,  and  their  bonds  are  what  are  known  as  underlying 
— that  is  they  are  away  down  below  the  securities  created  more 
recently.  The  Prudential  owns  no  stock  whatever,  either  of  the 
Public  Service  or  of  any  subsidiary  company  of  the  Public  Service. 
The  bonds  of  those  sixteen  companies  already  issued  amount  to 
about  twenty-four  millions  of  dollars,  and  in  addition  to  that 
there  is  an  issue  of  stocks  by  those  various  corporations  amount- 
ing to  something  like  over  a  hundred  million  dollars  more.  Now, 
of  the  bond  issue  the  Prudential  owns  of  those  sixteen  corpora- 
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tions  a  shade  over  five  per  cent,  of  the  entire  issue,  practicallj 
ninety-five  per  cent,  of  those  bonds  are  owned  by  the  great  in- 
vesting public. 

Q.  Now,  the  Prudential  makes  foans  to  the  Public  Service 
Corporation,  does  it?  A.  We  have  done  so  in  several  instances. 
My  belief  is  that  they  have  not  had  a  loan  with  us  for  some 
time.  Every  loan  that  we  ever  made  was  paid  off  I  think  long 
ago. 

Q.  When  was  the  Public  Service  Company  organized?  A.  I 
think  it  was  about  two  years  ago — about  two  years  and  a  half 
ago  I  would  say,  Mr.  Hughes. 

Q.  I  note  here  on  December  29,  1903,  four  loans  of  500  each. 
A.  $500,000. 

Q.  $500,000  each,  making  a  total  of  two  million  of  dollars? 
A.  Yes,  sir. 

Q.  Which  apparently  were  renewed  in  May,  1904,  and  car- 
ried to  November  25,  1904,  when  they  were  paid,  there  being 
an  additional  loan  of  a  million  of  dollars  on  October  31,  1904, 
which  was  also  paid  in  November,  1904.  Were  the  loans  that 
I  first  mentioned  made  to  facilitate  the  organization  and  ac- 
quisition of  properties  of  the  Public  Service  Corporations?  A. 
I,  of  course,  cannot  tell  just  what  the  Public  Service  used  that 
money  for,  but  our  loans  were  made  upon  bonds  which  were 
ample  security  for  the  money  we  loaned.  I  did  not  follow  the 
money,  as  a  matter  of  course  after  it  left  us. 

Q.  Are  you  a  director  of  the  Public  Service  Corporation?  A. 
I  am. 

Q.  And  is  Mr.  Leslie  D.  Ward  also  a  director?    A.  He  is. 

Q.  And  are  Messrs.  Anthony  R.  Kuser,  Uzal  H.  McCarter. 
and  Thomas  N.  McCarter  also  directors?    A.  They  are. 

Q.  Are  there  any  other  officers  or  directors  of  your  com- 
pany who  are  directors  of  the  Public  Service  Corporation?  A. 
I  think  so;  I  think  not. 
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Q.  How  many  directors  are  there  in  the  Public  Service  Cor- 
poration?    A.  My  impression  is  that  there  are  twenty-five. 

Q.  And  who  is  the  president  of  the  PubUc  Service  Corpora- 
tion?    A.  Thomas  N.  MtCarter. 

Q.  He  is  one  of  your  directors?    A.  He  is. 

Q.  Who  is  President  of  the  FideUty  Trust  Company?  A. 
JJzal  PI.  McCarter. 

Q.  What  interest  has  the  Prudential  Company  in  the  Union 
National  Bank?    A.  We  are  a  stockholder  in  that  bank. 

Q.  To  what  extent?     A.  $450,000. 

Q.  And  what  is  the  entire  amount  of  the  stock  of  the  Union 
-National  Bank?     A.  $1,500,000. 

Q.  Do  the  Prudential  Company  and  the  officers  and  direc- 
tors of  that  company  control  the  Union  National  Bank?  A. 
-Meaning  the  officers  and  stockholders  of  the  Prudential? 

Q.  Yes.    A.  No,  sir,  I  should  say  not  by  any  means. 

■Q.  I  am  informed  that  the  capital  of  the  Union  National  Bank 
IS  $1,000,000.  Does  that  accord  with  your  recollection?  A.  I 
think  it  is  a  million  and  a  half;  that  is  my  recollection — my 
recollection  is  it  is  a  million  and  a  half — my  recollection  is  it 
is  a  million  and  a  half. 

Q.  You  maintain  a  balance,  bank  balance  with  the  Union 
JNational  Bank  of  approximately  a  million  and  a  half?  A.  We 
<do,  yes.  That  is  a  very  active  account,  our  checks  come  from 
all  over  the  country  to  that  bank  and  it  is  an  important  bank 
for  us. 

Q.  And  for  a  long  period,  that  is  apparently  since  December, 
1903,  your  monthly  balances  have  not  fallen  below  a  million 
'dollars  and  for  most  of  the  time  they  are  considerably  in  excess 
'of  that?    A.  We  keep  them  up  to  that  figure. 

>Q.  And  what  interest  do  you  get  upon  your  balances?  A. 
Two  per  cent. 
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Q.  Who  is  the  president  of  th€  Union  National  Bank?  A> 
William  Sherer. 

Q.  He  is  a  director  in  the  Fidelity  Trust  Company?  A.  Yes,, 
sir. 

Q.  And  a  director  in  the  Public  Service  Corporation?  A.  I 
think  not,  no  sir,  I  think  not. 

Q.  Are  you  a  director  in  the  Union  National  Bank?    A.  I  am. 

Q.  And  is  Mr.  Leslie  D.  Ward?    A.  Yes,  sir. 

Q.  And  Edgar  B.  Ward,  Forrest  H.  Di-yden,  Uzal  H.  Mc- 
Carter,  Thomas  N.  McCarter  ?    A.  Yes,  sir. 

Q.  You  have  said  that  the  president  of  the  Fidelity  was  Uzal 
H.  McCarter — who  is  vice-president?  I  am  vice-president  andl 
have  been  since  the  company  was  oTganized,  many  years  before 
the  Prudential  had  any  interest  in  it  whatever. 

Q.  You  have  said  that  the  president  of  the  Public  Service 
Corporation  was  Thomas  N.  McCarter?    A.  Yes,  sir. 

Q.  Who  is  vice-president?  A.  Well,  I  think  there  are  four 
vice-presidents — thr  e  e. 

Q.  Is  any  one  of  them  connected  with  the  Prudential  ?  A.  No, 
sir,  I  think  not. 

.  Q.  You  have  said  that  William  Sherer  is  president  of  the  Union 
National  Bank;  who  is  vice-president?  A.  Leslie  D.  Ward,  I 
think. 

BY  MR.  TULLY: 

Q.  Is  that  a  Newark  bank?     A.  Yes. 

Q.  Is  that  the  same  Mr.  Sherer  who  is  manager  of  the  New 
York  Oearing  House  ?     A.  No,  sir ;  that  is  a  dififerent  gentleman. 

BY  MR.  HUGHES: 

Q.  Is  the  Prudential  Company  the  owner  of  any  other  stocks 
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save  those  of  the  Fidehty  Trust  Company  and  the  Union  National 
Bank?    A.  None  whatever. 

Q.  AH  its  other  investments  are  in  bonds  ?    A.  Yes,  sir. 

Q.  Who  are  Robert  Winthrop  and  Company?  A.  They  are  a 
very  old,  respectable  and  responsible  banking  house  in  New  York. 

Q.  With  whom  your  company  has  very  large  dealings?  A. 
Yes,  sir;  our  first  financial  transactions  in  the  way  of  buying  se- 
curities were  made  with  Robert  Winthrop  and  Company ;  we  were 
recommended  to  them  by  conservative  bankers  in  our  city,  and, 
having  made  a  connection  with  them  many  years  ago,  we  have 
continued  it  down  to  the  present  day. 

Q.  I  note  a  considerable  amount  loaned  to  Robert  Winthrop 
and  Company.  Is  any  officer  of  your  company,  of  the  Prudential 
Company,  interested  in  any  of  those  loans  ?  A.  Not  to  the  extent 
of  one  cent. 

Q.  Are  those  business  loans  made  to  the  firm  of  Robert  Win- 
throp and  Company  on  approved  collateral  ?     A.  Entirely  so. 

Q.  They  are  not  loans  made  in  their  name  for  any  one  else? 
A.  No,  sir. 

Q.  I  note  that  a  very  large  number  of  your  purchases  of  your 
securities  are  made  through  Robert  Winthrop  and  Company  ?  A. 
They  are. 

Q.  Was  any  officer  or  director  of  your  company  interested  in 
those  purchases  ?     A.  Not  to  the  extent  of  one  cent. 

Q.  Receives  in  no  way  any  commissions  upon  them  or  interest 
in  the  firm  of  Robert  Winthrop?  A.  In  no  way,  in  no  manner 
whatever. 

Q.  Do  you  know  Isle  and  King,  the  agents  of  the  Equitable? 
A.  I  do — yes,  sir. 

Q.  It  appears  that  you  make  loans  from  time  to  time  to  Isle  and 
King?  A.  They  have  ceased  to  be  agents  of  the  Equitable  and 
opened  a  banking  house  in  Newark,  and  we  loan  them  as  bankers. 
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Q.  When  did  they  cease  to  be  agents  of  the  Equitable?  A.  I 
think  probably  a  year  ago ;  I  am  not  accurate  as  to  the  date. 

Q.  So  that  the  loans  mentioned  on  your  sheet  were  subsequent 
to  the  time  when  they  were  agents  of  the  Equitable?  A.  Yes, 
sir. 

Q.  Is  it  a  fact  that  the  policyholders  in  the  Prudential  at  one 
time  did  have  a  right  to  vote  ?  A.  There  was  such  a  provision  in 
the  charter  as  originally  passed,  but  when  the  company  was  or- 
ganized on  its  present  basis  it  was  thought  by  the  directors  and 
stockholders  better  to  abolish  that  provision,  and  while  I  regret 
now  it  was  done.  It  was  done,  as  a  matter  of  fact,  thirty  years  ago, 
or  about  that  time. 

Q.  What  was  the  nature  of  the  provision  ?  A.  Well,  it  is  rather 
indefinite ;  it  is  so  long  ago  since  I  looked  at  it ;  but  as  I  remember 
it  every  one  holding  a  policy  was  a  member  of  the  association  or 
company  and  as  such  had  a  right  to  vote;  I  am  not  clear  in  my 
memory. 

Q.  I  think  you  testified  that  an  act  of  the  Legislature  took  away 
the  right  of  the  policyholders  to  vote?    A.  Yes,  sir. 

Q.  Was  the  passage  of  that  act  procured  by  your  company? 
A.  Yes,  sir. 

Q.  In  order  that  they  might  go  under  a  stockholding  ownership 
entirely?    A.  Yes,  sir. 

MR.  HUGHES :  For  the  convenience  of  the  record  I  will  refer 
to  the  act  of  March  30th,  1880,  passed  by  the  Senate  and  Gen- 
eral Assembly  of  the  State  of  New  Jersey. 

Q.  Does  any  officer  of  your  company  receive  from  the  firm  of 
Robert  Winthrop  and  Company  any  commission  in  the  way  of 
interest  or  otherwise  in  any  individual  account?  A.  None  what- 
ever. 
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Q.  We  have  asked  your  company  to  supply  us  with  a  statement 
as  to  contributions  made  for  political  purposes;  is  this  statement 
which  has  been  handed  us  complete  ?  A.  It  is  complete  as  far  as 
I  know. 

MR.  HUGHES :  I  will  read  it  upon  the  record : 

"The  company  has  made  no  contribution  to  any  political  cam- 
paign fund,  either  national,  state  or  municipal,  during  the  ten  years 
last  past,  except  as  follows  : 

To  the  Republican  national  campaign  in  1896,  $6,000. 

In  1900,  $10,000,  and  in  1904,  $10,000. 

Q.  You  have  been  asked  to  furnish  the  committee  with  a  state- 
ment of  the  legal  expenses  incurred  by  the  Prudential  Company? 
A.  Yes,  sir. 

Q.  For  ten  years  last  past?    A.  Yes,  sir.    I  have  a  copy  here. 

Q.  Is  this  statement  complete?  A.  Yes,  sir,  as  far  as  I  am 
aware. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 
(Statement  marked  Exhibit  No.  674.) 

MR.  HUGHES :  This  is  condensed  form  and  I  will  read  it 
upon  the  record. 


Q.  I  call  your  attention  to  the  item  for  the  year  1899,  services 
and  disbursements  in  connection  with  legislation,  $15,899.42;  to 
what  does  that  pertain?  A.  That  is  1899  in  connection  with  leg- 
islation? 
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Q.  Yes.  A.  We  have  two  payments  here,  one  of  $2,521.50 
and  the  other  of  $2,500,  paid  to  Andrew  Hamilton.  We  em- 
ployed him  that  year,  and  so  far  as  the  records  show  and  as  I 
can  recollect  it  was  th§  only  time  he  was  employed  by  us.  Judge 
Hamilton  was  a  man  of  wide  reputation  as  an  authority  upon 
the  insurance  law ;  he  was  the  author  of  a  book  upon  insurance 
law.  We  had  some  trouble  in  the  different  legislatures  and  I 
sent  for  Judge  Hamilton  and  asked  him  to  represent  us.  That 
accounts  for  $5,000  of  that  amount.  Then  we  had  in  Colorado 
what  to  us  was  a  very  important  matter.  The  Legislature  of 
Colorado  had  passed  a  law  prohibiting  insurance  upon  the  lives 
of  children.  It  was  the  only  State  that  had  passed  such  a  law, 
although  an  effort  had  been  made  at  different  times  in  different 
States.  I  believe  it  was  the  only  legislative  body  in  the  world 
as  my  memory  serves  me  that  had  passed  a  law  prohibiting  ab- 
solutely insurance  upon  the  lives  of  children.  We  were  extremely 
desirous  of  getting  that  law  repealed,  and  we  employed  in  Den- 
ver a  prominent  counsel  who  practically  devoted  his  winter  to 
that  work  in  the  effort  to  get  that  law  repealed,  appearing  before 
Committees  and  before  the  Legislature  and  so  forth.  That 
amounted  to  $7,500,  the  amount  we  paid  to  this  gentleman. 

Q.  Who  was  he?  A.  James  H.  Blood,  which  together  with 
the  $5,000  we  paid  to  Judge  Hamilton  accounts  for  $12,500  of  the 
$15,000  disbursements. 

Q.  Do  you  recall  the  way  in  which  the  rest  was  disbursed? 
A.  We  paid  to  the  Metropolitan  Life  Insurance  Company  as  our 
proportion  of  soine  expenses  in  matters  of  litigation — of  legis- 
lation which  they  looked  after — we  paid  to  them  that  year 
$3,377.92.     That  accounts  for  about  all  of  it. 

Q.  In  connection  with  what  legislation  was  Mr.  Hamilton  em- 
ployed? A.  My  memory  is  not  as  clear  as  I  wish  it  was,  but 
it  related  to  Illinois  for  one  State,  and  I  think  there  were  some 
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other  States  in  which  there  was  threatened  legislation  which  we 
were  desirous  of  protecting  the  company  against. 

Q.  Do  you  know  the  nature  of  the  legislation  threatened  ?  A. 
I  cannot  remember  it.  I  suppose  it  is  the  usual  kind  that  comes 
up. 

Q.  Did  you  understand  that  Mr.  Hamilton  was  to  render 
services  himself  or  was  to  employ  others?  A.  I  understood  he 
was  to  render  services  himself. 

Q.  You  knew  that  he  was  a  New  York  attorney  ?    A.  Yes,  sir. 

Q.  Did  you  know  whether  he  had  any  facilities  for  rendering 
the  services  himself  in  Illinois  ?  A.  Well,  I  do  not  recall  particu- 
larly about  that. 

Q.  Did  you  know  his  relation  to  the  New  York  Life  ?  A,  Not 
particularly;  no,  sir. 

Q.  Who  introduced  you  to  Mr.  Hamilton?  A.  My  impression 
is  that  I  sent  for  Judge  Hamilton,  having  heard  of  his  standing 
as  an  authority  upon  insurance  legislation. 

Q.  Did  you  frequently  co-operate  with  the  Metropolitan  in 
regard  to  matters  of  legislation  ?  A.  Yes,  sir ;  we  have  done 
it  a  number  of  times,  for  the  reason  that  we  have  found  it  more 
economical  and  often  more  efficient ;  instead  of  working  at  cross 
purposes  there  is  a  concentration  and  uniformity  of  effort. 

Q.  I  suppose  that  relates  particularly  to  industrial  matters? 
A.  Largely  so ;  yes,  sir. 

Q.  And  in  such  a  case,  who  undertakes  the  management  of  the 
matter — the  Metropolitan  or  yourself,  or  do  you  do  it  jointly? 
A.  Usually  the  Metropolitan ;  in  some  cases  we  have  looked 
after  matters  ourselves,  but  usually  the  Metropolitan,  I  think, 
looks  after  the  majority  of  cases. 

Q.  Have  you  ever  paid  any  money  to  A.  C.  Fields?  A.  No, 
sir.  A.  C.  Fields  ?  There  is  a  gentleman  by  the  name  of  Fields 
who  was  a  resident  of  Baltimore,  that  we  have  at  different  times 
— ^he  is  a  prominent  counsel  there — that  we  have  paid  small  sums 
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of  money  to ;  that  is  Charles  W.  Fields,  a  different  man.  No,  sir ; 
we  have  never  paid  any  money  to  A.  C.  Fields. 

O.  Have  you  any  particular  counsel,  or  is  there  any  person 
who  looks  after  matters  of  legislation  for  your  company,  as  a 
rule?  A.  No, "sir,  we  look  after  it  ourselves,  employing  from 
time  to  time  such  counsel  as  we  think  necessary  for  that  purpose. 

Q.  Is  it  not  a  fact  that  being  so  largely  engaged  in  the  in- 
dustrial business  you  have  nearly  every  winter  to  consider  leg- 
islation as  affecting  that  business?    A.  Unfortunately  it  is  true. 

Q.  Is  it  your  idea  that  you  have  had  more  antagonism  in 
proposed  legislation  than  is  met  with  by  most  insurance  com- 
panies? A.  Well,  I  do  not  know  that  I  can  say  that,  Mr. 
Hughes;  we  have  a  great  deal  of  trouble. 

Q.  Well,  you  in  the  ordinary  department  are  engaged  in  busi- 
ness similar  to  that  of  the  other  large  companies?    A.  Yes. 

O.  And  then  on  your  industrial  side,  you  have  a  specialty 
in  regard  to  which  there  has  been  much  legislative  activity?  A. 
Yes,  sir. 

O.  And  I  was  wondering  whether  the  fact  was  not  that  you 
had  perhaps  more  to  do  with  legislation  than  a  company  ordi- 
narily would?  I  should  say  that  the  fact  that  we  had  the  two 
departments  does  add  to  our  troubles  in  that  direction. 

Q.  And  is  this  a  complete  statement  of  all  the  moneys  that 
you  have  been  called  upon  to  disburse  in  connection  with  legis- 
lation? A.  Complete  so  far  as  I  know.  Our  records  have  been 
carefully  examined  and  I  believe  it  to  be  accurate. 

Q.  You  have  no  account  to  which  items  of  this  sort  are 
charged  under  other  headings?    A.  None  whatever. 

Q.  So  that  when  we  look  at  this  list  we  know  every  dollar 
that  you  have  paid  out  for  the  purpose  ?    A.  Every  dollar. 

Q.  Do  you  contribute  to  the  New  York  Life  to  enable  it  to 
defray  expenses  in  connection  with  legislation?  A.  Nothing, 
we  have  never  paid  them  a  dollar,  to  my  knowledge. 
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Q.  Or  to  the  Equitable?    A.  Not  to  my  knowledge. 

Q.  Or  to  the  Mutual?    A.  No,  sir,  not  to  my  knowledge. 

Q.  Or  to  any  one  connected  with  them?  A.  I  think  to  none 
other,  except  the  Metropolitan,  as  stated. 

Q.  How  is  is  possible  you  have  been  able  to  deal  with  legis- 
lation in  many  jurisdictions  on  so  small  an  outlay?  A.  Well, 
Mr.  Hughes,  we  have  worked  hard  and  tried  to  be  honest,  and 
we  have  used  our  best  endeavor  to  avoid  any  unnecessary  ex- 
pense, in  that  as  well  as  many  other  directions. 

Q.  In  how  many  States  do  you  do  business?  A.  We  do  busi- 
ness in  nearly  all  the  States,  I  should  say  in  round  numbers, 
forty  States;  but  not  industrial  business  in  all  of  those. 

Q.  In  how  many  do  you  do  industrial  business?  A.  We  do 
industrial  business  in  all  the  Eastern,  Middle  and  Western 
States,  and  in  the  Border  States,  along  the  South,  but  not  in 
the  Southern  States. 

Q.  Are  moneys  paid  out  by  the  Prudential  upon  executive 
order  without  further  authorization?  A.  In  many  cases  they 
are  necessarily  paid  out  on  executive  orders,  but  afterward 
brought  before  the  committees  and  approved. 

Q.  In  what  classes  of  cases  are  they  paid  out  in  the  first  in- 
stance, upon  mere  executive  orders  ?    A.  Oh,  in  many  cases. 

Q.  Are  you  referring  now  to  the  ordinary  routine  of  the  busi- 
ness?   A.  Ordinary  routine  of  the  business,  yes  sir. 

Q.  Of  course,  payments  would  have  to  be  made  constantly 
in  .that  routine?     A.  We  could  not  do  business  otherwise. 

Q.  Certainly  not,  but  apart  from  the  general  routine  of  the 
insurance  business,  and  coming  to  special  payments  to  meet 
particular  emergencies,  are  such  payments  made  upon  execu- 
tive order?  A.  I  should  say  as  a  general  matter  yes,  a  general 
proposition,  yes. 

Q.  Do  you  have  a  system  of  vouchering  by  which  your 
vouchers  show  the  services  rendered  in  case  of  legal  service? 
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A.  We  have  a  system,  but  the  investigations  which  I  have 
made  in  answer  to  your  inquiry  has  developed  the  fact  that 
they  are  not  quite  as  full  as  I  wish  they  had  been  in  the  past, 
and  as  I  intend  to  have  them  in  the  future.  Many  of  these 
small  vouchers,  would  say,  for  instance,  for  legal  services, 
without  particularly  specifying  the  nature  of  the  legal  service. 
The  whole  matter,  of  course,  was  explained  at  the  time  the 
voucher  was  put  in,  and  satisfactorily  explained. 

Q.  Can  you  tell  me  what  of  the  moneys  stated  here  to  have 
been  spent  in  connection  with  legislation  have  been  paid  to  the 
Metropolitan?    A.  Yes,  sir,  I  can  tell  you  year  by  year. 

Q.  If  you  will,  please.  A.  Of  course,  as  requested  by  yotr, 
this  record  goes  back  only  ten  years. 

Q.  Yes.  A.  During  the  year  1895,  nothing  appears  to  have 
been  paid  to  them.  In  the  year  1896  we  paid  them  $4,078.34. 
In  the  year  1897  we  paid  them  $6,572.18.  In  the  year  1898  we 
do  not  appear  to  have  paid'  them  anything  that  I  can  discover. 
In  the  year  1899 

Q.  Pardon  me  a  moment.  Senator.  I  have  been  told  that 
you  have  made  a  mistake  in  1898,  there  were  several  payments 
there.  A.  I  beg  pardon,  yes;  that  is  true.  In  1898  we  paid 
them  one  amount  of  $250,  one  of  $2,000,  one  of  $500,  one  of 
$1,660,  making  in  all  four  payments.  That  was  in  1898.  I 
overlooked  that.  In  1899  we  paid  them  $3,317.92.  In  1900 
we  paid  them  $3,043.72.  In  1901  we  paid  them  $3,628.43.  In 
1902  we  paid  them  $1,832.40. 


MR.   WARD:  There  was   one   other  payment  in   1902  of 
$420. 

THE  WITNESS:  Yes,  $420,  and  also  $1,832.40. 
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MR.  FISKE:  Those  two  items  are  the  totals.  It  is  not  in 
addition  to  the  original  $i,8oo. 

MR.  LINDABURY :  Those  two  sums  are  all  that  they  pay. 

THE  WITNESS :  Two  sums  of  $20  and  $1,832.40. 

MR.  FISKE :  Those  are  the  only  ones. 

THE  WITNESS:  Those  are  the  only  ones.  One  sum  of 
$420,  and  one  sum  of  $1,832.40.  In  1903  we  appear  not  to  have 
paid  them  anything.     In  1904 

MR.  FISKE :  One  thousand  two  hundred  and  forty-seven 
dollars. 

THE  WITNESS:  One  thousand  two  hundred  and  forty 
dollars  in  1904.     This  year  we  have  paid  them  nothing. 

Q.  Were  these  sums  paid  directly  to  the  Metropolitan?  A. 
Yes,  sir. 

Q.  What  sort  of  vouchers  does  your  company  hold  for  them  ? 
A.  We  hold  the  receipt  of  the  Metropolitan. 

Q.  Have  you  anything  to  show  the  purposes  for  which  they 
were  used?  A.  They  specify  legislation;  I  am  not  sure  about 
that. 

Q.  Can  you  tell  us  what  the  nature  of  the  legislation  has  been 
in  connection  with  which  these  amounts  have  been  expended? 
A.  It  has  been  all  kinds  of  legislation,  attacking  industrial  in- 
surance, child  insurance,  business  in  every  phase.  I  want  to 
say  that  at  the  time  these  payments  were  made,  explanations, 
verbal  explanations  were  always  made  to  us  to  satisfy  us  that 
they  were  correct. 

4840 


Testimony  of  John  F.  Dryden 

Q.  Who  made  the  explanations?     A.  Mr.  Fiske. 

Q.  Mr.  Fiske  had  charge  of  that  matter  for  the  Metropolitan  ? 
A.  Yes,  sir ;  and  in  every  instance  he  has  made  to  me  or  to 
some  of  the  other  officers  an  explanation  of  the  disbursement. 

Q.  So  you  have  no  knowledge  yourself  as  to  the  nature  of 
the  disbursements,  that  matter  was  in  Mr.  Fiske's  hands?  A. 
Yes. 

Q.  Have  you  memoranda  from  which  you  can  tell  us  a  little, 
more  in  detail  what  the  legislation  has  been  that  you  were 
opposing?  A.  Well,  it  has.  been  so  various  it  would  be  hard 
to  state.  Now,  Mr.  Hughes,  I  read  in  the  papers  that  a  previ- 
ous witness  said  that  in  five  years  there  had  probably  been 
seven  hundred  bills  introduced  into  the  Legislatures  of  the 
States.  I  took  pains  to  look  that  up  from  the  best  authority 
that  I  know  upon  that  subject  in  the  country,  and  I  find  as  a 
matter  of  fact,  that  in  the  last  five  years  three  thousand  bills 
or  over  have  been  introduced  affecting  the  life  insurance  busi- 
ness. 

Q.  We  had  a  very  interesting  memorandum  from  the  files 
of  the  Equitable  which  showed  that  that  company  was  inter- 
ested not  simply  in  insurance  matters  but  in  a  great  variety 
of  subjects  that  might  be  affected  by  legislation,  railroad  com- 
panies, trust  companies,  water  rights,  and  almost  everything 
that  could  come  up  for  legislative  action,  was  the  subject  of 
their  instruction  to  those  who  had  charge  of  the  matter.  Now, 
I  wanted  to  know  whether  you  kept  yourself  within  any  more 
circumscribed  limits  than  they?  A.  Never  to  my  knowledge 
has  there  been  one  dollar  of  the  company's  money  spent  in 
legislative  matters  except  in  a  legitimate  way  and  upon 
matters  that  afifect  our  own  company.  Never  has  been 
one  dollar  improperly  expended.  Never  has  been  one 
dollar  spent  in  any  way  than  in  legal,  legitimate,  open  ways,  in  ap- 
pearing before  legislatures,  and  legislative  committees  in  refer- 
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ence  to  the  matters.  You  asked  how  it  happened  that  we  had 
kept  our  legislative  expenses  so  low.  I  have  time  and  time 
again  personally  been  before  the  legislatures  and  committees 
of  the  legislatures  to  argue  upon  bills  and  explain  the  nature 
of  our  business,  and  to  do  my  best  to  satisfy  the  committees, 
not  to  pass  inimical  and  hostile  legislation.  That  of  course 
cost  the  company  nothing. 

Q.  And  you  generally  found  it  effective?  A.  I  am  happy 
to  say  that  in  most  cases  we  were  successful,  sir. 

BY  THE  CHAIRMAN: 

Q.  Senator  Dryden,  what  do  you  consider  the  best  authority, 
the  one  you  referred  to  as  to  the  number  of  bills  introduced? 
A.  The  Weekly  Underwriter,  a  publication  called  the  Weekly 
Underwriter.  They  have  a  legislative  bureau  for  keeping 
track  of  all  legislative  bills  and  for  a  mere  nominal  sum  they 
furnish  to  the  company  a  list  of  bills  introduced  into  the  differ- 
ent legislatures. 

BY  MR.  HUGHES: 

Q.  Who  does  this,  Senator?     A.  The  Weekly  Underwriter. 

Q.  All  the  bills.  How  long  has  that  been  the  case?  A.  Oh, 
probably  ten  or  fifteen  years. 

Q.  All  of  the  bills  introduced  in  the  different  States?  A.  So 
far  as  they  can  ascertain  them,  yes,  sir. 

Q.  It  is  not  necessary  to  maintain  an  establishment  for  that 
purpose,  to  get  that  information?  A.  Well,  there  is  this 
trouble  about  that,  that  their  information  when  it  reaches  the 
companies  is  liable  to  be  a  little  bit  late.  They  have  to  wait 
for  reports  from  all  over  the  country.     When  they  publish 

Q.  It  is  a  sort  of  post  mortem  information?    A.  When  they 
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publish  this  list,  perhaps  the  bill  has  been  passed,  and  the  mis- 
chief has  been  done.  But  for  the  purposes  I  refer  to  it  as  the 
record  of  the  bills  that  have  been  introduced,  it  was  sufficient 
for  my  purpose. 

BY  THE  CHAIRMAN:  I 

Q.  Senator  Dryden,  is  there  any  publication  that  you  know 
of,  or  publicity  bureau  or  other  means  of  information  whereby 
the  insurance  company  that  wishes  can  keep  informed  in  rea- 
sonable time  of  the  introduction  of  bills  and  the  nature  of 
them  ?  A.  I  do  not  know  of  any.  We  have  had  in  some  cases, 
we  have  made  an  arrangement  with  a  clerk  for  instance,  of  a 
committee  or  something  of  that  kind,  who  is  right  on  the  spot, 
to  advise  us  when  a  bill  is  introduced,  but  I  do  not  know  of 
any  other  organized  effort. 

BY  MR.  COX : 

Q.  What  was  the  result  of  the  Colorado  matter  to  which  you 
referred,  was  that  law  repealed?  A.  That  fight  continued  up 
to  the  very  last  hour  of  the  session.  It  was  repealed,  as  I  re- 
member, by  one  house;  a  majority  in  the  other  house  had  ex- 
pressed themselves  as  in  favor  of  repeal.  In  the  meantime 
the  Legislature  had  fixed  a  day  and  an  hour  for  adjournment, 
and  one  of  the  opponents  of  the  appeal  talked  the  matter  to 
death  and  the  Legislature  adjourned  and  we  did  not  get  it. 

Q.  Did  it  not  come  up  again  the  following  year?  A.  Well, 
we  made  an  effort,  but  not  so  determined  an  eflfort,  subse- 
quently. We  became  rather  discouraged,  and  we  found  after 
all  that  its  effect  in  other  States  was  not  so  bad  as  we  feared  it 
might  be.  We  feared  that  it  might  serve  as  a  precedent  in 
other  States.     The  industrial  business  in  Colorado  itself  was 


4843 


Testimony  of  John  F.  Dryden 

not  of  so  much  importance  as  it  was  to  prevent  a  precedent 
for  hostile  legislation. 

Q.  It  is  still  a  precedent  for  hostile  legislation?  Is  it  still 
the  law  of  Colorado?  A.  Yes,  sir:  it  is  still  the  law,  and  it  is 
the  only  State  that  I  know  of  that  has  a  law  to  this  effect. 

Q.  So  you  do  not  do  business  of  this  character  in  this  State? 
A.  We  are  doing  business  with  adults  but  not  with  children. 

BY  THE  CHAIRMAN : 

Q.  Before  you  leave  this  topic  of  legislation,  I  would  like 
to  ask  you  a  question  or  two.  How  long  have  you  been  in 
public  ofHce,  Senator  Dryden?     A.  I  was  elected  in  1902. 

Q.  Then  your  adoption  of  this  method  of  publicity  in  regard 
to  legislation,  and  open  antagonism,  and  appearing  before  com- 
mittees, perfectly  legitimate  channels  of  opposition,  antedated 
your  going  into  public  life?  A.  Oh,  yes,  sir;  since  I  have 
been  in  public  life  I  have  not  had  an  opportunity  of  appearing, 
I  am  sorry  to  say.  I  do  not  recall  a  case  in  which  I  have  ap- 
peared since  I  became  a  public  man. 

Q.  What  I  really  was  getting  at  was  this.  I  did  not  know 
but  that  your  epcperience  of  yourself  in  public  life  had  demon- 
strated to  you  that  that  was  the  preferable  course?  A.  Well, 
I  think  there  is  a  great  deal  to  be  said  in  favor  of  that.  I  hear 
a  great  deal  about  lobbyists,  and  corruption,  and  all  that  sort 
of  thing.  Nobody  has  troubled  me  since  I  have  been  in  public 
life  or  office  with  corruption. 

Q.  The  experience  of  your  company,  if  I  understand  you 
aright,  shows  that  publicity  and  open  legislative  ventilation  or 
criticism  of  bills  is  all  that  is  necessary  to  protect  you  to  a  rea- 
sonable extent  from  adverse  legislation?  A.  Yes,  sir.  I  be- 
lieve that  would  go  a  long  ways.  I  do  not  mean  to  say  that 
it  may  not  be  necessary  for  someone  to  appear  before  a  com- 
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mittee  and  explain  in  a  proper  way  the  effect  or  purpose  or 
nature  of  a  bill,  but  I  believe  that  publicity  is  a  great  cure  for 
these  evils. 

Q.  And  in  the  years  that  you  have  been  in  charge  of  this 
company  you  have  never  had  to  resort  to  any  other  method 
or  contribute  to  any  means  which  were  used  to  your  knowledge 
or  any  other  method  to  protect  your  company?  A.  Never 
to  the  extent  of  one  dollar. 

BY  MR.  HUGHES: 

Q.  Did  you  know  whether  the  Metropolitan  was  employing 
Mr.  Hamilton?     A.  I  did  not. 

Q.  Did  you  know  to  whom  the  money  you  paid  to  the  Met- 
ropolitan was  disbursed?    A.  I  did  not. 

Q.  Did  you  not  know  what  means  they  took?     A.  I  did  not. 

Q.  Did  you  ever  co-operate  with  any  of  the  other  insurance 
companies  in  regard  to  legislation?  A.  Never  and  we  did  it 
with  the  Metropolitan  on  account  of  our  industrial  business. 

Q.  Did  you  also  understand  that  the  John  Hancock  was  con- 
tributing to  the  Metropolitan?    A.  I  did. 

Q.  Is  it  a  fact  that  the  three  industrial  companies  placed  in 
the  Metropolitan's  hands,  or  combined  for  the  purpose  of  de- 
feating obnoxious  legislation?  A.  That  is  substantially  correct. 
The  Metropolitan  looked  after  the  matter  largely  in  the  interest 
of  all  the  companies,  and  so  far  as  we  were  concerned  we  con- 
sidered it  only  proper  that  we  should  bear  our  part  of  the  ex- 
pense. 

Q.  Did  the  John  Hancock  bear  an  equal  part?  A.  No,  it  was 
divided  by  a  percentage  based  on  the  volume  of  business;  as  the 
John  Hancock  was  not  so  large  a  company  as  either  the  Metro- 
politan or  Prudential  we  thought  it  a  fair  division  that  the 
Metropolitan  should  pay  two-fifths  of  the  expense,  the  Pru- 
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dential  two-fifths  of  the  expense,  and  the  John  Hancock  one- 
fifth  of  the  expense. 

Q.  So  the  amounts  stated  by  you  to  have  been  paid  to  the 
MetropoUtan  according  to  your  understanding  were  two-fifths  of 
the  expense  incurred?    A.  Yes,  sir. 

Q.  Now,  you  were  saved,  were  you  not,  the  necessity  of  mak- 
ing considerable  disbursements  in  connection  with  ordinary  Ufe 
insurance  business  by  the  activity  of  the  three  lg,rge  companies  ? 
A.  I  think  that  is  wholly  probable. 

Q.  The  moneys  that  you  spent  were  connected  with  the  m- 
dustrial  insurance  ?    A.  I  have  no  doubt  almost  wholly  so. 

Q.  So  it  would  not  be  proper  for  us  to  draw  the  conclusion 
that  under  the  methods  that  were  employed  it  was  unnecessary 
to  expend  the  amounts  that  were  expended  for  legislative  pur- 
poses, simply  because  of  the  fact  that  you  did  not  expend  them? 
A.  Oh,  no.    I  do  not  wish  to  express  an  opinion  upon  that. 

Q.  But  you  were  not  especially  looking  after  the  other  lines  of 
insurance?    A.  No. 

Q.  When  a  bill  came  up,  for  example,  that  would  enable  a 
policyholder  to  bring  a  suit  for  an  accounting  in  New  York  by 
repeal  of  legislation  to  the  contrary,  did  you  interest  yourself 
in  that  ?    A.  I  do  not  remember  that  we  did.    I  should 

Q.  You  would  be  content  to  allow  that  to  be  handled  by  the 
other  companies  ?    A.  I  should  say  so,  yes,  sir. 

Q.  So  in  effect  it  was  only  industrial  matters  or  legislation 
that  concerned  you?    A.  I  think  that  is  correct. 

Q.  But  you  have  about  $380,000,000  of  the  other  business,  in 
the  ordinary  department?    A.  Yes,  sir. 

BY  MR.  COX: 

Q.  Would  you  say  there  was  more  inimical  legislation  pro- 
posed relating  to  industrial  insurance  than  the  ordinary  insur- 
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ance?  A.  I  think  that  in  the  past  it  has  probably  been  so,  for 
this  reason.  Industrial  insurance  is  a  comparatively  new  system 
of  insurance.  The  old  business  was  better  understood  and  more 
firmly  established.  The  industrial  insurance  for  various  reasons, 
some  people  do  not  approve,  and  I  think  it  has  led  to  attacks 
on  that  account. 

BY  MR.  HUGHES: 

Q.  But  from  your  experience  both  in  and  out  of  office  you 
have  no  reason  to  doubt  that  whether  the  subject  of  legislation 
is  industrial  insurance  or  any  other  kind  of  insurance,  your 
policyholders  can  be  protected  from  anything  really  hostile  to 
their  interests  by  open  appearance  and  public  argument?  A.  I 
believe  so,  and  I  would  not  pay  a  dollar  for  any  other  purpose. 

Q.  And  you  do  not  think  it-  necessary  for  any  company  to 
expend  money  in  the  employment  of  lobbyists  or  for  any  other 
purpose  than  intelligent  argument?  A.  I  do  not  wish  to  express 
an  opinion  which  may  be  construed  as  a  criticism  of  any  com- 
pany, but  I  would  say  that  as  far  as  we  are  concerned,  it  has  not 
been  necessary  and  it  has  not  been  resorted  to. 

Q.  To  what  account  on  your  books  did  you  charge  the 
moneys  paid  out  for  campaign  purposes?  A.  In  all  cases — in 
two  cases  we  charged  them  to  expense  and  in  one  case  to  legal 
expense. 

Q.  In  the  statement  of  legal  expenses  you  have  in  1905  fifty 
thousand  dollars  in  connection  with  litigation;  1904,  $49,000  in 
connection  with  litigation;  an  amount  considerably  in  excess  of 
the  expenditures  of  earlier  years.  What  was  the  occasion  for 
that?  A.  The  litigation  in  1904  followed — the  expenses  for  the 
litigation  in  1904  grew  out  of  the  attack  on  the  Prudential- Fidel- 
ity arrangement.  As  I  say,  that  matter  was  taken  into  court  and 
bitterly  fought.    The  very  action  that  was  taken  in  that  matter 
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only  confirmed  the  fears  that  I  had  had  before,  which  led  me  to 
seek  some  plan  which  would  safeguard  the  poHcyholders  of  the 
company.  I  did  not  believe  and  I  do  not  now  believe  the  liti- 
gants in  that  case  were  the  real  litigants.  I  am  satisfied  that 
there  were  influences  and  powers  and  resources  behind  that  at- 
tack which  did  not  come  to  the  front.  I  had  that  suspicion,  and 
I  believe  it  to  be  true.  We  made  a  stubborn  fight  to  carry  that 
matter^ to  success,  and  in  doing  that  it  involved  us  in  large  legal 
expenses.  That  accounts  for  the  matter  of  1904  largely.  In 
1905  we  had  one  large  item  of  legal  expenses  in  what  is  known 
as  the  Blair  case,  a  case  as  you  are  doubtless  aware.  Mr.  Blair 
was  a  very  prominent  man  in  St.  Louis,  and  committed  suicide. 
We  had  a  policy  I  think  of  one  hundred  thousand  dollars  on  his 
life,  being  the  re-insurance  of  another  company  to  that  extent. 
That  litigation  cost  us  $25,000.  In  addition  to  that  we  had  some 
trouble  with  the  Wisconsin  Department  that  involved  expensive 
litigation.  That  has  been  amicably  settled  since,  and  I  think 
those  two  items,  Mr.  Hughes,  would  make  up  the  bulk  of  that 
large  amount  of  legal  expenses  for  1905. 

0.  The  litigation  over  the  Wisconsin  Department  related  to 
the  charges  of  the  Commissioner  for  an  examination?  A.  No, 
sir.  The  charges  of  the  Commissioner  for  an  examination  had 
bf.en  paid,  and  were  in  a  separate  item,  another  item.  The  Com- 
missioner attempted  to  cancel  our  certificate  of  authority  to  do 
business  in  that  State.  We  took  the  matter  to  the  United 
States  Circuit  Court,  and  the  judge  of  the  Circuit  Court  over- 
ruled the  action  of  the  Commissioner  and  ordered  him  not  to 
interfere  with  our  authority  to  do  business  in  that  State,  and 
subsequently  issued  another  order  compelling  him  to  reissue 
our  certifica'te  of  authority,  which  I  think  had  been  formally 
cancelled.  That  was  the  litigation  that  I  referred  to  as  involved 
in  this  item. 

y.  To  what  extent  have  you  been  subject  to  annoying  de- 
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mands  upon  the  part  of  the  Insurance  Department?  A.  We 
have  been  greatly  troubled. 

Q.  Have  you  been  compelled  to  expend  considerable  sums  in 
connection  with  such  demands?  A.  No,  sir;  I  think  this  Wis- 
consin case  is  the  only  prominent  case,  the  only  one  that  has 
involved  any  considerable  amount,  the  only  one  that  I  recall. 
I  do  not  recall  any  others. 

Q  What  amovmts  of  money  have  you  had  to  expend  in  con- 
nection with  examinations  by  State  Departments?  A.  This  ex- 
amiijation  by  the  Wisconsin  Department  was  the  most  expensive 
of  any  that  we  have  had,  and  that  involved  $22,000.  Aside 
from  that  we  have  been  examined,  I  think,  only  by  the  Depart- 
ment of  our  State,  and  the  cost  has  been  quite  nominal,  quite 
small.  Perhaps  we  have  had  some  minor  examinations,  but  if 
so  I  do  not  just  now  recall  them. 

O.  You  have  spoken  of  the  litigations  caused  by  the  plan  to 
sell  stock  to  the  Fidelity  Trust  Company  and  to  purchase  its 
stock.  Was  that  not  stimulated  by  the  action  of  the  Massa- 
chusetts Commissioner?  A.  Possibly  it  was.  The  Massa- 
chusetts Commissioner  wrote  a  letter  at  that  time  disapproving 
the  plan. 

BYMR.  WEMPLE: 

Q.  What  became  of  the  Blair  case?  A.  That  was  compro- 
mised, and  I  think  25  per  cent,  of  the  claim  was  paid. 

MR.  LINDABURY:  One-fifth. 

THE  WITNESS:  Twenty  per  cent,  of  the  claim  was  paid  by 
the  different  companies. 
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Q.  Was  a  judgment  first  obtained  in  any  court?  A.  It  was 
not,  I  think  it  was  compromised. 

BY  THE  CHAIRMAN : 

Q.  Did  not  the  companies  interested  in  the  Blair  case  unite  in 
defence  of  the  actions  ?  A.  I  presume  they  did,  although  I  can- 
not state  authoritatively.  We  did  not  issue  our  policy  direct 
to  Blair.  We  had  re-insured  another  company  to  the  extent  of 
one  hundred  thousand  dollars,  and  therefore  our  action  was 
through  that  company,  as  they  were  primarily  responsible. 

Q.  That  is  what  made  me  wonder  why  your  expense  was  so 
great  as  twenty-five  thousand  dollars  A.  It  does  seem  a  large 
item,  and  that  I  do  not  know  about  it  We  had  simply  to  deal  with 
the  other  company,  because  we  did  not  insure  him  direct. 

Q.  Evidently  that  did  not  cover  the  cost  of  the  litigation,  be- 
cause that  was  only  your  share  of  it  ?     A.  Evidently,  that  is  right. 

BY  MR.  ROGERS : 

Q.  What  other  company  was  that?     A.  The  Mutual  Life. 

BY  MR.  HUGHES : 

Q.  What  was  the  cause  of  the  action  of  the  Wisconsin  Depart- 
ment? A.  The  Wisconsin  Department  having  examined  the  Pru- 
dential and  we  having  thrown  open  every  book  and  record  and 
paper  in  our  office  to  them  at  the  conclusion  made  a  demand  Upon 
us  for  information  which,  in  my  judgment,  strictly  amounted  to 
an  examination  of  both  the  Fidelity  Trust  Company  and  the 
Union  National  Bank.  I  said  to  the  Commissioner,  The  Union 
National  Bank  was  an  institution  incorporated  under  Federal 
Law  subject  to  Federal  supervision,  and  whatever  information 
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the  Comptroller  of  the  Currency  chose  to  give  him  as  to  the  con- 
dition of  that  bank,  he  could  so  do,  of  course,  but  that  I  could 
not  and  should  not.  I  said  to  him,  as  to  the  Fidelity  that  it  was 
a  State  institution,  was  not  within  his  jurisdiction,  was  not  sub- 
ject to  his  supervision,  but  that  it  was  subject  to  the  supervision 
of  the  Insurance  Department  of  the  State  of  New  Jersey.  The 
Insurance  Department  of  the  State  of  New  Jersey  had  just  then 
completed  an  examination  of  the  Fidelity  and  had  announced  its 
condition  entirely  satisfactory.  I  declined  to  furnish  to  the  In- 
surance Commissioner  of  Wisconsin  the  information  he  asked  for 
with  reference  to  the  Fidelity,  but  referred  him  to  the  Insurance 
Department  of  the  State  of  New  Jersey.  Upon  that,  he  shortly 
thereafter  notified  us  that  he  should  cancel  our  certificate  of  au- 
thority to  do  business  in  that  State,  and  upon  that  notification 
we  made  the  issue  and  went  before  the  United  States  Circuit 
Court  as  I  have  explained.  The  Court  ruled  in  our  favor,  and 
commanded  him  to  reissue  our  certificate  and  not  to  interfere 
with  our  business. 

Q.  You  have  been  asked  with  regard  to  the  syndicate  participa- 
tions of  your  company  and  its  officers,  and  have  presented  to  the 
Committee  a  statement,  is  that  a  complete  statement?  (Handing 
paper.)     A.  That  is  complete  and  accurate  as  I  believe  and  know. 

MR.  HUGHES  :  I  will  read  it  in  evidence : 

"SYNDICATES. 

"The  company  has  never  been  a  member  of  any  syndicate  formed 
for  the  purchase,  acquisition  or  underwriting  of  bonds,  stocks  or 
other  securities,  nor  has  it  ever  entered  into  any  syndicate  agree- 
ment relating  either  to  the  underwriting,  purchasing  or  acquisi- 
tion of  any  securities,  whatsoever,  nor  has  the  company  ever  pur- 
chased or  acquired  any  bonds,  stocks  or  other  securities  from  any 
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syndicate,  of  which  any  officer  of  the  company  was  a  member  or  in 
which  he  was  in  any  way  interested." 

Q.  Has  the  Prudential  Company  been  interested  in  any  syndi- 
cate where  the  participation  was  taken  by  the  Fidehty  Trust  Com- 
pany? A.  The  Prudential  Company  has  never  been  interested  in 
any  syndicate  whatever  at  any  stage  of  the  existence  of  any  syn- 
dicate. 

Q.  Whether  the  participation  was  in  the  name  of  any  one? 
A.  In  no  respect. 

BY  MR.  COX : 

Q.  Have  any  of  the  officers  of  the  Prudential  been  interested 
in  any  syndicate  underwriting  matters?  A.  Oh,  the  officers  as 
individuals  have,  but  not  in  any  matter  with  which  the  company 
was  connected. 

BY  MR.  HUGHES : 

Q.  I  understand  your  statement  here  to  be  that  in  no  case  where 
any  officer  of  your  company  has  been  interested  in  a  syndicate  has 
the  company  directly  or  indirectly  taken  any  securities  from  that 
syndicate?     A.  That  is  correct. 

Q.  That  is  a  complete  and  full  statement?     A.  That  is  correct. 

Q.  And  there  has  been  no  cover  of  any  such  transaction  by 
the  use  of  the  name  of  any  trust  company  or  individual?  A. 
Absolutely  not. 

Q.  Now,  has  your  company,  that  is,  the  Prudential  Company, 
been  interested  in  any  joint  account  with  any  trust  company; 
broker,  banker  or  other  person  for  the  purchase  or  sale  of  securi- 
ties?   A.  It  has  not. 
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Q.  Has  any  officer  of  your  company  been  interested  in  any 
purchase  or  sale  of  securities  by  your  company?     A.  It  has  not. 

Q.  Has  any  officer  of  the  Prudential  Company  ever  received  any 
commission  upon  the  insurance  written  or  any  part  of  it?  A. 
The  general  insurance,  the  insurance  that  comes  into  the  company 
from  the  field,  or  otherwise,  do  you  mean? 

Q.  In  any  way,  has  any  officer  of  your  company  had  a  com- 
mission arrangement?     A.  No,  sir. 

Q.  Have  you  ever  received  a  commission  on  any  business  by 
the  Prudential?  A.  No,  sir,  except  I  want  to  explain  this. 
About  1886,  I  think  it  was,  we  established  a  rule  at  the  home 
office,  we  established  what  we  called  the  home  office  account,  under 
which  any  employee  at  the  home  office,  whether  he  be  an  officer 
or  clerk,  a  man  or  woman,  any  one  who  was  an  employee  in  the 
home  office,  if  he  took  a  policy  on  his  own  life,  should  receive  a 
commission  on  that  policy ;  but  that  is  applicable  to  an  entire  class, 
embracing  everybody  in  the  home  office. 

Q.  Including  the  officers?  A.  Including  the  officers  and  em- 
ployees. 

Q.  How  was  the  rule  promulgated?  A.  I  think  by  an  execu- 
tive order. 

Q.  It  took  formal  shape?    A.  Yes. 

Q.  And  so  I  suppose  all  the  officers  of  the  Prudential  have 
received  commissions  upon  their  own  insurance?  A.  Under  that 
rule,  and  so  have  clerks. 

Q.  And  all  employees?    A.  Yes,  sir. 

Q.  And  have  these  commissions  been  the  same  as  those  ordi- 
narily paid  to  an  agent?    A.  Yes,  sir. 

Q.  Have  they  been  allowed  in  reduction  of  the  premiums?  A. 
Well,  they  have  been  allowed  when  the  premium  was  paid,  they 
were  paid  as  a  reduction  of  the  premium  at  that  time. 

Q.  And  I  suppose  all  have  availed  themselves  of  the  rule  ?  A. 
Yes,  sir,  a  great  many  of  them. 


4853 


Testimony  of  John  F.  Dryden 


BY  MR.  COX : 


Q.  Does  that  include  renewal  commissions  ?  A.  Yes,  sir.  We 
justify  that  on  the  ground  that  that  account  was  not  subject  to 
any  agency  expense  such  as  rent,  unusual  agency  printing  matter 
or  anything  of  that  kind.  It  was  free  from  expense  and  therefore 
we  based  it  on  that  ground. 

BY  MR.  HUGHES: 

Q.  Have  you  any  facilities  for  writing  insurance  that  is  offered 
to  you  directly  by  the  proposed  policyholders?  A.  I  do  not  think 
we  have.  The  volume  of  it,  the  amount  of  it,  would  be  so  in- 
finitesimal that  it  would  be  a  failure  to  attempt  to  do  it,  and  it 
would  not  justify  the  expense  of  maintaining  a  system  for  it. 

Q.  So  if  one  were  to  come  to  your  office  in  Newark,  and  offer 
himself  for  insurance,  you  would  turn  him  over  to  an  agent  of  the 
company?  A.  Yes,  sir,  we  would  turn  him  over  to  an  agent  be- 
cause if  we  did  not  we  would  have  to  get  out  sets  of  books  and 
keep  them,  and  go  through  all  the  formalities  that  we  do  for  an 
agent,  and  as  I  say,  the  expense  of  doing  it  would  not  justify  it, 
the  amount  of  business  we  would  get  would  not  justify  the  expense 
of  doing  it. 

Q.  Is  there  any  law  against  rebating  in  New  Jersey?  A.  I 
think  not  at  present.     I  think  there  was  at  one  time. 

Q.  Was  it  repealed?     A.  I  think  it  was,  yes,  sir. 

Q.  When  was  it  repealed?  A.  Do  you  remember  when  it  was 
repealed  ? 

MR.  LINDABURY:  The  law  is  in  force  yet. 

MR.  HUGHES :  Have  you,  Mr.  Lindabury,  a  copy  of  the  text 
of  the  law? 
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MR.  LINDABURY :  I  can  send  it  to  you. 

MR.  HUGHES :  I  would  be  very  glad  to  have  it.  Is  it  similar 
to  the  New  York  Law? 

MR.  LINDABURY:  No,  not  closely  similar,  it  is  on  general 
lines,  but  it  is  not  the  same. 

BY  MR.  WEMPLE : 

Q.  Was  there  any  secrecy  about  that  executive  order  about 
commissions?  A.  No^  not  the  slightest;  every  clerk  around  the 
office  knew  it,  and  pains  were  taken  to  have  them  know  it. 

Q,  Do  you  know  of  any  company  that  has  a  similar  order  ?  A. 
No,  I  do  not  know  of  any. 

Q.  Do  you  think  the  public  generally  understood  that  that  was 
issued?    A.  No  question  about  it. 

BY  MR.  HUGHES : 

Q.  Of  course,  the  result  was  that  the  officers  and  employees 
of  your  company  got  their  insurance  cheaper  than  other  people? 
A.  No  cheaper,  of  course,  than  an  agent. 

Q.  Not  cheaper,  of  course,  than  anybody  who  got  it  as  cheap? 
A.  No. 

Q.  But  cheaper  than  the  general  public?  A.  But  the  agent 
who  would  write  an  application  upon  his  own  life  would  receive 
and  would  be  entitled  to  the  commission. 

Q.  That  has  always  been  a  rule  of  your  company  ?    A.  Yes,  sir. 

Q.  Is  that  a  general  rule  among  companies?  A.  As  I  am  in- 
formed, I  believe  it  is. 

Q.  What  is  your  rule  in  regard  to  the  answers  that  come  in 
from  advertisements  by  your  company?    A.  We  have  a  depart- 
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ment  that  looks  after  those  answers.  If  a  person  shows  an  in- 
terest in  the  company  that  department  communicates  with  the 
nearest  agent  or  superintendent,  as  the  case  may  be,  furnishing 
the  name  of  the  party  to  the  agent  or  superintendent,  with  the 
request  that  he  should  visit  that  party,  and  see  if  he  is  an  insur- 
able party,  and  if  so,  try  to  insure  him. 

Q.  There  is  an  additional  question  which  it  is  my  duty  to  ask 
you,  and  that  is  whether  in  any  campaign  in  which  any  officer 
of  the  company  has  been  interested  directly  or  indirectly,  any  of 
the  company's  money  has  been  expended  in  any  way  to  procure 
his  election?    A.  Not  one  cent. 

Q.  Or  to  aid  in  it?     A.  Not  one  cent. 

THE  CHAIRMAN :  The  Committee  will  now  take  a  recess 
until  2  :30  o'clock  sharp  this  afternoon. 
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AFTER  RECESS.  ■ 
JOHN  F.  DRYiDEN  resumed. 
BY  MR.  HUGHES : 

Q.  There  is  something  you  desire  to  add  I  understand  to  what 
was  said  in  regard  to  commissions  upon  insurance?  A.  Yes,  sir. 
You  were  asking  if  any  of  the  officers  had  ever  received  commis- 
sions on  business.  I  want  to  explain  that  we  have  a  rule  in  our 
office  that  the  clerks  in  the  employ  of  the  company  at  the  Home 
Office  may  write  applications  and  receive  their  commissions  the 
same  as  agents ;  and  some  of  the  junior  officers,  under  the  opera- 
tion of  that  rule,  have  availed  themselves  of  the  opportunity  and 
have  done  it.  No  executive  officer  has  ever  received  any  commis- 
sion whatever  so  far  as  I  know. 

Q.  Are  you  yourself  insured  in  the  Prudential  ?     A.  Yes,  sir. 

Q.  To  what  amount?  A.  I  am  insured  in  the  Prudential  for 
$15,500. 

Q.  And  that  is  on  the  ordinary  plan  ?  A.  Yes,  sir.  $500  is  on 
the  industrial  plan. 

Q.  And  what  commissions  do  you  receive  on  that  insurance  or 
have  you  received  ?  A.  I  receive  it  on  the  industrial  policy  25  per 
cent,  of  the  premium  paid  annually,  that  is  usually  paid  weekly, 
the  premium  on  that  kind  of  a  policy ;  I  pay  my  premium'  annually 
and  receive  25  per  cent,  the  same  as  anyone  else  employed  in  the 
Home  Office.     And  on  the  ordinary  plan  I  receive  71-2  per  cent. 

Q.  That  is  a  renewal  commission  of  7  1-2  per  cent.?  A.  Yes, 
sir. 
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Q.  What  was  the  initial  commission?  A.  In  one  case  45  per 
cent,  and  in  the  other  case  50  per  cent.,  I  believe. 

Q.  And  the  renewal  commission  is  to  continue  how  long?  A.  I 
think  it  is  not  limited ;  I  do  not  remember  that  it  is. 

Q.  And  that  is  paid  by  the  company  or  allowed  in  reduction  of 
premiums  ?  A.  Allowed  when  I  pay  my  premiums,  I  get  that  in 
reduction. 

Q.  Are  you  insured  in  any  other  insurance  company?  A.  Yes, 
sir. 

Q.  In  what  company?  A.  I  am  insured  in  the  Mutual  Life  and 
in  the  Provident  Life  and  Savings. 

Q.  To  what  amount  ?  A.  In  the  Provident  Life  and  Savings  I 
have  a  policy  of  $10,000  and  in  the  Mutual  Life  $5,000. 

Q.  And  that  is  all?    A.  That  is  all. 

Q.  And  have  you  received  commissions  upon  either  of  those 
policies?  A.  I  have  in  the  case  of  the  Provident  Life  and  Sav- 
ings. 

Q.  To  what  amount?  A.  I  think  it  is  7  1-2  per  cent. — 5  per 
cent.,  I  think. 

Q.  What  was  the  initial  commission?  A.  I  do  not  recall  now. 
It  was  the  ordinary  commission. 

Q.  When  was  it  taken  out?  A.  It  was  taken  out,  I  suppose, 
twelve  or  fifteen  years  ago. 

Q.  Have  you  received  any  commissions  directly  or  indirectly  on 
the  Mutual  policy  ?    A.  No,  sir. 

Q.  You  are  not  insured  in  the  Equitable  ?     A.  No,  sir. 

Q.  Have  you  a  statement  of  the  salaries  paid  to  the  executive 
officers  of  your  company?  A.  I  can  give  you  all  the  chief  officers 
from  memory. 

Q.  Very  well.  A.  My  salary  is  $65,000  a  year.  The  salary  of 
the  vice-president  is  $60,000  a  year;  of  the  second  vice-president 
and  general  counsel  $40,000  per  year ;  of  the  third  vice-president 
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$30,000  per  year;  the  fourth  vice-president  and  comptroller 
$20,000  per  year;  of  the  counsel  $16,000  per  year.  The  secretary 
is  $10,000 

MR.  WARD:  $12,000. 
THE  WITNESS:  $12,000. 

Q.  Has  there  been  any  change  in  those  salaries  in  recent  years  ? 
A.  No,  sir. 

Q.  For  how  long  has  your  salary  been  $65,000?  A.  I  should 
think  seven  or  eight  years.     I  can  tell 

Q.  What  was  it  previously?  A.  Before  that  it  was  $50,000. 
Perhaps  I  had  better  get  the  paper  and  be  accurate. 

(Witness  produces  paper.) 

Q.  You  have  a  statement  of  the  salaries  there?  A.  I  have  a 
statement  of  the  salaries  of  myself  and  the  vice-president,  second 
vice-president  and  third  vice-president.  Not  of  the  other  officers 
here. 

Q.  F(pr  a  period  of  how  long?  A.  From  the  organization  of 
the  company  in  1875  down  to  the  present  time. 

MR.  HUGHES':  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  675.) 

MR.  HUGHES :  This  shows  the  following  salaries  paid  to  John 
F.  Dryden. 

1875,  October  13th,  $100  per  month  to  February,  1876. 
1876  to  1878,  inclusive,  $1,800. 
1879.  $3,250. 

1880  to  1884,  $5,000,  which  salary  was  paid  to  Mr.  Dryden  as 
president  beginning  May  25th,  1881.     In  addition  to  the  $5,000 
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for  1884  there  was  paid  an  amount  equal  to  2  per  cent,  of  the  cash 
savings  of  1884,  total  payment  not  to  exceed  $10,000. 

Q.  What  was  meant  by  the  cash  saving  ?  A.  Whatever  we  in- 
creased the  cash  assets  of  the  company,  that  is  to  say,  the  amount 
left  from  the  receipts  after  the  disbursements  had  been  paid. 

MR.,  HUGHES :  1885,  $5,000  and  5  per  cent,  of  the  cash  sav- 
ing, no  limit. 

1886  and  1887,  the  same. 

1888,  $5,000  and  5  per  cent,  of  the  cash  savings  until  October 
8th.     Changed  October  8th  to  flat  salary  of  $20,000. 
1889  and  1890,  $20,000. 
1891  and  1892,  $30,000. 
1893  to  1898,  inclusive,  $50,000. 
1899  to  1905,  inclusive,  $65,000. 

Q.  You  have  never  received  any  portion  of  the  cash  saving  or 
anjs  other  amounts  in  addition  to  your  salary  than  is  stated  there? 
A.  None  whatever. 

MR.  HUGHES :  Compensation  to  Leslie  D.  Ward : 

1876,  medical  director,  none. 

1877  atid  1878,  the  same. 

1879,  as  medical  director,  $1,000  per  year. 

1880  to  1883,  inclusive,  $2,000  per  year. 

1884,  as  first  vice  president  and  medical  director,  $4,000. 

1885  to  1887,  inclusive,  $4,000  and  3  per  cent,  of  the  cash  sav- 
ings in  each  year. 

1888,  $4,000  and  3  per  cent,  of  the  cash  savings,  changed  to  a 
flat  salary  of  $15,000. 
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1889  and  1890,  salary  $15,000. 
1891  and  1892,  salary  $25,000. 
1893  to  1898,  inclusive,  salary  $45,000. 
1899  to  1905,  inclusive,  salary  $60,000. 

EDGAR  B.  WARD. 

1875  to  1879,  inclusive,  attorney,  no  salary. 
1880  to  1884,  inclusive,  counsel,  $400  a  year. 
April  14th,  1884,  changed  to  $1,500. 
1885  to  1886,  $5,000. 
1887  and  1888,  $6,000. 

1889,  $8,000. 

1890,  $10,000. 

1891  and  1892,  $15,000. 

1893  to  1898,  as  second  vice-president  and  counsel,  $25,000. 

1899  to  1905,  inclusive,  $40,000. 

MR.  COX :  Mr.  Hughes,  in  the  testimony  before  recess  there 
was  a  very  small  item  that  appeared  in  the  statement  of  legal  ex- 
penses as  general  counsel.  I  wondered  at  the  time  just  what  that 
meant.  It  evidently  did  not  include  payments  to  the  general  coun- 
sel of  the  corporation. 

THE  WITNESS :  Oh,  no. 

Q.  What  was  it  for,  Senator  Dryden  ?  A.  I  do  not  recall  now 
what  that  particular  item  was. 

BY  MR.  COX: 

Q.  From  year  to  year.  Senator,  appeared  comparatively  small 
items  designated  as  general  counsel.  A.  Meaning  by  that  counsel 
that  we  called  in  from  outside  for  special  advice  upon  various  sub- 
jects, not  the  regular  counsel  of  the  company. 
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MR.  HUGHES  :  Forrest  F.  Dryden's  compensation  is  stated  as 
follows : 

1883,  appointed  clerk  at  salary  of  $3.00  a  week  February  26th, 
1883,  and  remained  in  office  until  June  13th,  1885.  Salary  at  the 
time  of  leaving  $10  a  week. 

1888.  Appointed  Inspector  October  4th,  1888,  salary  of  $12 
weekly  increased  January  7th,  1889,  to  $15. 

Acting  Superintendent  at  Elizabeth,  January  28th,  1889 ;  Super- 
intendent April  1st,  1889,  $25  weekly,  increased  August  25th,  1889, 
to  $30  a  week. 

1889.  Assistant  Secretary,  $i,5CX3. 

1889.     Appointed  Secretary  at  the  same  salary. 
1891  and  1892,  Secretary,  $5,000  a  year. 
1893  to  1898,  inclusive,  $10,000  a  year. 
1899  to  1903,  inclusive,  $20,000  a  year. 

Appointed  third  vice-president,  and  in  1904  salary  fixed  at 
$25,000  a  year  and  in  1905  at  $30,000. 

Q.  You  have  referred  to  the  general  counsel  fees  which  appear 
in  your  statement  of  legal  Expenses  to  be  small  amounts  from  time 
to  time,  but  in  1904  amount  to  $28,000.  What  was  that  disburse- 
ment for?  A.  That  was  the  reduction  following  the  Roebottom 
suit  in  the  Prudential-Fidelity  matter. 

Q.  But  this  apparently  was  independent  of  the  fees  in  litigation? 
A.  I  will  have  to  look  at  my  memorandum.  In  1904,  Mr. 
Hughes  ? 

Q.  Yes.  A.  Yes,  sir.  The  general  counsel  fees  were  the  settle- 
ments with  counsel,  most  all  of  it  was  for  counsel  fees  in  connec- 
tion with  that  litigation  which  had  taken  place. 

vj.  Who  was  the  counsel  to  whom  that  was  paid  ?  A.  Well,  the 
larger  amount  was  paid  to  Mr.  T.  N.  McCarter,  who  was  then 
Attorney-General  of  the  State,  but  acted  for  us. 

Q.  Under  the  laws  of  the  State  of  New  Jersey  the  Attomey- 
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General  is  able  to  transact  private  business  at  the  same  time  he  was 
Attorney-General  ?     A.  I  assume  that  is  so. 

Q.  And  while  Mr.  McCarter  was  Attorney-General  he  was  act- 
ing for  you  in  this  litigation  ?     A.  Yes,  sir. 

Q.  That  is  for  the  Prudential  Company.  And  what  amount  of 
the  $28,000  was  paid  to  him?  A.  $27,500.  He  had  general 
charge  of  that  whole  subject.  I  had  consulted  him  a  long  time 
before  the  matter  matured  or  come  to  a  head,  and  during  its  prog- 
ress and  during  the  litigation  and  after  the  litigation  in  connection 
with  proposed  legislation  in  Massachusetts  in  particular  and  in 
hearings  before  committees  and  the  commissions,  and  Mr.  Mc- 
Carter was  engaged  for  a  long  time  in  that  service. 

Q.  He  resigned  as  Attorney-General  to  become  president  of 
the  Public  Service  Corporation,  did  he  not?  A.  No,  sir;  he  re- 
signed as  Attorney-General  to  become  general  counsel  of  the  Fidel- 
ity Trust  Company,  and  he  resigned  as  general  counsel  of  the 
Fidelity  Trust  Company  to  take  the  presidency  of  the  Public  Serv- 
ice Corporation. 

Q.  And  who  succeeded  him  as  Attorney-General?  A.  His 
brother  Robert  H. 

Q.  Robert  H.  McCarter?    A.  Robert  H.  McCarter. 

Q.  I  wish  you  would  take  this  list  of  securities  owned  by  the 
Prudential  Insurance  Company  and  read  upon  the  record  those 
items  which  formed  the  underlying  securities  of  the  Public  Service, 
showing  when  they  were  obtained  and  the  par  and  book  value. 
You  will  simply  extract  from  the  total  of  securities  those  that  are 
connected  with  the  Public  Service  Corporation.  If  you  have  a 
separate  list  it  will  be  a  convenience.  (Paper  produced.)  If  you 
have  it  in  condensed  form  I  will  put  it  in  in  that  shape,  making  the 
record  complete.  A.  I  have  it  showing  the  amount  purchased  and 
the  rate  of  interest  realized  on  those  securities. 
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M'R.  HUGHES:'  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  676,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Are  all  the  collateral  loans  which  have  been  made  to  the 
Public  Service  Corporation  included  upon  this  list  of  collateral 
loans,  which  has  been  furnished  the  Committee  by  your  com- 
pany?   A.  I  believe  that  is  so. 

MR.  HUGHES:  I  will  have  this  first  marked  for  identifica- 
tion. 

(Paper  marked  Exhibit  No.  677  for  identification.) 

MR.  HUGHES:  I  will  read  the  following  loans  to  the  Pub- 
He  Service  Corporation: 

PUBLIC  SERVICE  CORPORATION  OF  NEW  JERSEY. 

Rate:  4  per  cent.    Terms:  on  demand. 

Date.  Amount  of  loan. 

December  29,  1903 $500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.    Same  terms. 

December  29,  1903 500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.    Same  terms. 

December  29,  1903 500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.    Same  terms. 

December  29,  1903 500,000 

May  19,  1904,  payment  in  full 500,000 


4864 


Testimony  of  John  F.  Dryden 

Same  rate.    Terms:  six  months. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full 500,000 

Same  rate.    Same  terms. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full 500,000 

Same  rate.    Same  terms. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full 500,000 

Same  rate.    Same  terms. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full 500,000 

Same  rate.    Terms:  on  demand. 

October  31,  1904 1,000,000 

November  25,  1904,  payment  in  full. . . .   1,000,000 
Q.  I  notice  in  the  statement  of  collateral  loans,  loans  from 
time  to  time  to  members  of  your  Board  of  Directors.    Were 
those  loans  made  upon  security  containing  an  ample  margin? 
A.  In  every  case. 

Q.  Were  they  loans  for  the  benefit  or  interest  of  anyone 
other  than  the  persons  here  named  ?    A.  No,  sir. 

Q.  How  are  loans  made  by  your  company;  that  is  to  say, 
what  is  the  machinery  for  their  authorization?  A.  We  have  a 
Finance  Committee  which  meets  every  week  and  goes  over  all 
these  names  or  applications  for  loans,  but  loans  are  not  always 
approved  by  the  Finance  Committee  in  advance ;  they  are  made 
by  the  executive  officers  in  due  course  of  business,  and  report- 
ed to  the  Finance  Committee. 

Q.  Who  are  the  members  of  the  Finance  Committee?  A.  Mr. 
Edgar  B.  Ward,  Mr.  Uzal  H.  McCarter,  Mr.  A.  R.  Kuser  and 
myself,  ex-officio. 

Q.  Have  you  an  Executive  Committee?    A.  We  have. 

Q.  Who  are  the  members  of  the  Executive  Committee?    A. 
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Mr.  Jerome  Taylor,  Mr.  Theodore  C.  Blanchard,  Mr.  Edgar  B. 
Ward  and  myself,  ex-officio. 

Q.  Do  the  members  of  your  Board  of  Directors  receive  fees 
for  attending  meetings  ?    A.  Yes,  sir. 

Q.  What  amount?  A.  The  members  of  the  board  receive  for 
attending  board  meetings  twenty-five  dollars ;  for  attending  com- 
mittee meetings,  those  who  are  on  committees  receive  fifteen 
dollars. 

Q.  How  often  are  the  meetings  of  the  board?  A.  Once  a 
month. 

Q.  You  have  special  meetings  frequently?  A.  Not  frequent- 
ly, but  if  there  is  any  special  thing  that  requires  it,  we  call  a  spe- 
cial meeting. 

Q.  How  many  times  did  yott  have  special  meetings  in  1904, 
approximately?  A.  I  cannot  remember  definitely,  but  not  many 
meetings.  Committees  meet  every  week;  the  board  once  a 
month  regularly,  and  occasionally,  if  necessary,  a  special  meet- 
ing. 

Q.  Do  the  salaried  officers  of  the  company  receive  fees  for 
attending  meetings  of  committees?    A.  Nothing  whatever. 

Q.  Or  for  attending  meetings  of  the  board?  A.  Nothing 
whatever. 

Q.  This  sheet,  showing  the  purchases  or  the  securities  owned, 
is  a  complete  list?    A.  I  so  believe  it  to  be. 

MR.  HUGHES:  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  No.  678  for  identification.) 

MR.  HUGHES:  1  will  read  upon  the  record  so  much  of  this 
as  pertains  to  the  ownership  of  stocks. 

Fidelity  Trust  Company;  date  of  purchase,  January  5,  1900; 
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par  value,  $250,000;  price,  $250,000;  book  value,  $625,000;  pur- 
chased from  National  City  Bank  of  New  York. 

Same,  purchased  February  28,  1902,  $238,500;  price,  $500; 
book  value,  $1,192,500;  purchased  from  the  Fidelity  Trust  Com- 
pany. Net  value  of  stock  sold,  $8,500,000.  Par  value,  $42,500. 
Book  value,  leaving  value  of  present  holdings  of  stock  of  Fidel- 
ity Trust  Company,  $480,000  par  value,  $1,775,000  book  value. 

Stock  of  Union  National  Bank,  purchased  June  17,  1902, 
$400,000;  price,  $240;  book  value,  $960,000,  from  the  Fidelity 
Trust  Company,  and  purchased  June  23,  1903,  $50,100;  price, 
$240;  book  value,  $140,240;  purchased  from  the  Fidelity  Trust 
Company. 

Making  the  total  stock  of  the  Union  National  Bank  $450,100; 
book  value,  $1,080,240. 

Q.  Were  you  not  in  error  in  putting  the  purchase  of  the  sales 
of  the  Prudential  Insurance  Company  by  the  Fidelity  Trust 
Company  in  1903?  Was  it  not  in  1902?  A.  During  the  recess 
Tvir.  Ward,  the  counsel,  has  corrected  my  memory  on  that  point 
and  he  thinks  it  was  1902,  probably  that  was  so. 

Q.  On  January  ist,  1902,  the  Fidelity  Trust  Company  held 
74.27  shares  of  the  stock  of  the  Prudential  Company  in  trust 
for  another  party — that  is  your  understanding,  is  it  not?  A.  Yes. 

Q.  And  between  that  time  and  the  end  of  1902  it  acquired 
20,001  shares?    A.  Yes. 

Q.  The  Fidelity  Trust  Company  now  has  upon  its  books — 
that  is  the  Fidelity  Trust  Company  now  owns  according  to  your 
books  19,993  shares  of  the  Prudential  stock — is  that  correct? 
A.  I  think  so. 

Q.  Eight  shares  were  transferred  from  the  Fidelity  Trust 
Company  December  11,  1902?    A.  Yes. 

Q.  That  was  after  the  decision  in  the  injunction  suit  to  which 
vou  have  referred?    A.  Yes. 
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Q.  Originally  20,001  shares,  just  a  majority,  were  transferred 
to  the  Fidelity  Trust  Company  and  after  the  decision  eight 
shares  were  transferred  out  of  it  ?    A.  Yes,  sir. 

Q.  I  would  like  you  to  state  from  whom  the  20,000  shares 
were  transferred  and  the  date?  A.  They  were  taken  from  P.  C. 
Blanchard,  E.  C.  Blanchard,  J.  F.  Dryden,  Cynthia  F.  Dryden, 
F.  F.  Dryden,  E.  Kanouse,  Susan  A.  Kenney,  E.  B.  Ward,  J.  E. 
Ward,  L.  B.  Ward,  Minnie  P.  Ward,  W.  H.  McCarter— that 
should  be  U.  H.  McCarter — this  is  a  misprint — U.  H.  McCarter, 
Jerome  Taylor,  Sarah  Johnson,  Emma  P.  Woolsey,  W.  S.  John- 
son, Annie  D.  Ward. 

O.  Does  the  Fidelity  Trust  Company  hold  in  addition  to 
the  19,993  shares  transferred  to  it  and  held  by  it  in  absolute 
ownership  certain  other  shares  in  trust?  A.  I  am  of  the  im- 
pression that  they  do  not  now.  They  did  for  a  time  but  I  think 
the  estate  has  been  settled,  that  Campbell  estate;  I  am  not  sure, 
but  my  impression  is  the  estate  has  been  settled  and  that  they 
do  not  hold  this  now. 

Q.  When  was  that  trust  matter  terminated?  A.  Well,  I  can- 
not state  definitely. 

Q.  Some  time  ago?  A.  Possibly  a  year  or  so  ago.  I  want  to 
be  understood  as  not  testifying  positively  that  it  has  been,  but 
it  is  my  impression  that  it  has  been. 

Q.  It  has  been  stated  that  the  Fidelity  Trust  Company  owns 
as  trustees  and  votes  shares  amounting  to  538.44 — I  assume  in 
addition  to  the  19,993  shares  which  it  owns  outright?  A.  I 
think  so. 

Q.  Is  that  true?    A.  I  think  so. 

Q.  Is  that  true  at  the  present  time?  A.  I  cannot  state  that 
definitely.  I  am  under  the  impression  that  that  trust  has  been 
terminated. 

Q.  That  is  a  matter  to  which  you  alluded  a  moment  ago?  A. 
Yes,  sir. 
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Q.  And  for  whom  was  that  trust?  A.  Mr.  Charles  T.  Camp- 
bell.   He  has  since  died  and  I  think  the  estate  has  been  settled. 

Q.  Whatever  control  the  Fidelity  Trust  Company  may  have 
is  now  limited  to  the  19,993  shares  ?    A.  Yes. 

Q.  It  owns  no  shares  and  votes  no  other  shares  directly  or 
indirectly?  A.  No;  and  I  would  like  to  state  in  that  connection, 
Mr.  Hughes,  that  the  persons  to  vote  the  proxy  for  that  stock 
are  appointed  by  the  Board  of  Directors  annually  and  appointed 
only  for  one  year,  and,  as  I  have  already  testified,  nearly  two- 
thirds  of  those  Directors  are  not  stockholders  nor  interested  in 
any  way  in  the  Prudential  Insurance  Company. 

Q.  But  I  understood  that  the  stockholders  in  the  Prudential 
Insurance  Company  and  that  company  do  own  a  control  of  the 
Fidelity  Trust  Company?  A.  I  am  not  sure  that  they  do  own 
a  full  control,  but  they  and  close  friends  of  those  who  are  not  in 
the  company  own  a  control. 

Q.  In  addition  to  this  538.44  shares  which  at  one  time  were 
voted  by  the  Fidelity  Trust  Company  as  trustee,  were  there  also 
some  74  shares  and  a  fraction  which  were  held  by  an  officer  of 
the  Fidelity  as  trustee — I  am  referring  to  shares  of  the  Pruden- 
tial?   A.  I  believe  that  is  so. 

Q.  That  is  still  so?  A.  I  don't  know  that  it  is.  I  am  under 
the  impression  it  is  not,  but  I  do  not  wish  to  testify  positively 
upon  that  point. 

Q.  Who  was  that?    A.  Jerome  Taylor. 

Q.  For  whom  was  the  trust?  A.  I  cannot  remember,  Mr. 
Hughes,  in  whom  the  trust  was. 

Q.  Now  the  Prudential  Insurance  Company,  starting,  or  hav- 
ing in  1877,  a  surplus  of  $6,115,  at  the  end  of  1904  had  accumu- 
lated a  surplus  of  $13,324,000?  A.  It  is  technically  called  sur- 
plus, that  is  in  accordance  with  the  practice  of  the  insurance 
companies,  placing  that  item  under  that  term. 
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Q.  Does  that  include  the  capital  stock?  A.  No,  sir,  I  think 
the  capital  stock 

Q.  The  capital  stock  is  as  a  liability?  A.  Yes,  that  does  in- 
clude the  capital  stock. 

Q.  That  does  include  the  capital  stock?    A.  Yes,  sir. 

O.  Now,  how  much  of  the  business  of  the  Prudential  Insur- 
ance is  participating?  A.  Mr.  Gore,  what  is  it,  about  70  per 
cent.  ? 

MR.  GORE:  About  69  per  cent,  and  on  the  ordinary  about 
^S  per  cent. 

THE  WITNESS:  Mr.  Gore  is  the  Actuary  and  I  accept  his 
statement  as  correct. 

Q.  At  the  end  of  1902  it  appears  by  the  Blue  Book  that  the 
surplus  of  the  Prudential  was  $9,521,405.  That  included,  I  as- 
sume, the  $2,000,000  of  capital  stock  and  the  figures  that  you 
have  named  as  the  prices  at  which  shares  were  transferred  in  the 
market  showed  a  value  somewhat  in  excess  of  the  book  value 
of  the  stock?    A.  Yes,  sir. 

Q.  I  suppose  in  anticipation  of  the  continued  success  of  the 
company?    A.  I  have  no  doubt. 

Q.  And  the  $600  a  share  was  also  considerably  in  excess  of 
the  book  value  of  the  stock  at  that  time?    A.  Yes,  sir. 

Q.  Now  under  the  plan  that  you  had  developed  for  putting  a 
majority  of  the  stock  in  the  ownership  of  the  Fidelity  Trust 
Company,  it  would  follow  that  the  owners  of  a  bare  majority 
of  the  stock  of  the  Fidelity  Trust  Company  would  have  con- 
trolled the  Prudential?    A.  Yes. 

Q.  And  to  put  that  concretely,  the  Fidelity  Trust  Company  at 
that  time  with  its  increased  capital  had  how  many  shares?  A. 
With  its  present  capital  it  has  20,000  shares. 


4870 


Testimony  of  John  F.  Dryden 

Q.  Twenty  thousand  shares,  so  that  the  holders  of  10,001 
shares  of  the  Fidelity  Trust  Company  stock,  or  one  share  more 
than  half  of  that  stock,  would  have  controlled  the  Prudential 
Company  ?  A.  Yes,  sir,  and  that  involves  the  whole  purpose  of 
the  plan  which  I  had  worked  out  and  tried  to  have  adopted,  to 
hold  and  safeguard  that  stock  so  as  to  control  and  preserve  the 
company  against  any  possible  accident  or  misfortune  of  its  fall- 
ing into  the  control  of  selfish  persons. 

Q.  I  wanted  to  bring  that  out,  so  if,  for  example,  there  were 
40,000  shares  of  Prudential  stock  it  would  take  20,001  shares  to 
control  that  Company?    A.  Yes. 

Q.  Now  if  those  20,001  shares  were  owned  by  the  Fidelity 
Trust  Company  and  the  shares  of  the  Fidelity  Trust  Company 
were  20,000  in  number,  it  would  take  only  10,001  shares  of  the 
Fidelity  Trust  Company  to  control  the  Prudential  Company? 
A.  Yes,  sir. 

Q.  And  therefore  by  the  placing  of  the  control  of  the  Pru- 
dential in  the  hands  of  the  Fidelity  you  in  effect  limited  the 
number  who,  through  the  ownership  of  Fidelity  shares,  could 
maintain  a  control  of  the  Prudential,  and  that  was  what  you 
had  in  mind  in  speaking  of  the  preserving  of  control?  A.  Yes, 
sir,  to  collect  and  hold  together  this  stock  so  as  to  protect  the 
company. 

Q.  Now  if  you  had  gone  a  step  further  and  put  the  control 
of  the  shares  of  the  Fidelity  Company  in  the  hands  of  the  X 
Company,  one-half  of  the  shares  of  the  X  Company  or  one  more 
than  one-half  would  have  controlled  the  Fidelity  and  in  turn  the 
Prudential  ?    A.  Yes,  but  we  did  not  go  that  far. 

O.  1  know  that,  but  that  could  be  continued  so  we  could  have, 
by  a  succession  of  companies,  on  that  plan,  a  progressive  limita- 
tion of  the  number  necessary  to  control  all  the  companies  in  the 
series?  A.  But  I  am  sure  that  question  does  not  interest  me  ex- 
cept as  an  academic  one. 
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Q.  Well  in  that  shape  it  is  a  very  interesting  one  ?    A.  Yes. 

Q.  Now,  to  come  back,  your  company  has  in  a  comparatively 
short  period  of  years  made  out  of  its  profits  over  and  above  all 
that  it  has  distributed  to  its  stockholders  and  its  policyholders 
an  amount  which  at  the  end  of  1904  was  $13,000,000,  and  dur- 
ing the  past  ten  years  or  so  I  understand  it  has  been  paying  10 
per  cent,  on  its  capital?    A.  Yes,  sir.    Let  me,  are  you  through? 

Q.  Certainly,  go  on.  A.  I  want  to  say  a  word  with  respect  to 
that  so-called  surplus.  For  twenty  years  we  have  been  issuing 
participating  policies  in  the  ordinary  branch,  about  twenty  years. 
Since  1897  we  have  been  giving  a  participation  to  the  industrial 
policyholders.  The  surplus  of  $11,000,000,  less  the  capital,  is 
not  in  the  strict — is  not  in  that  sense  a  surplus  to  stockholders, 
but  it  is  a  large  part  of  it  a  surplus  to  policyholders.  And  the 
actuary  estimates  that  if  we  continue  to  pay  to  our  industrial 
policyholders  and  our  ordinary  policyholders  the  same  rate  of 
dividends  that  we  have  been  paying  for  the  last  few  years,  90 
per  cent  of  that  surplus  will  ultimately  be  returned  to  the  policy^ 
holders. 

Q.  But  at  the  present  rate  of  progress  during  the  same  time 
you  will  accumulate  a  surplus  equal  to  what  you  now  have  and 
leave  you  at  the  end  of  the  period  with  a  greater  amount  as  sur- 
plus ?  A.  Naturally  that  will  be  so,  but  we  have  to  consider  the 
business  from  this  standpoint,  that  possibly  some  time  the  com- 
pany will  cease  to  write  new  business.  Then  what  will  remain 
for  it  will  be  to  close  up  its  old  business,  which  will  occupy  a 
long  period  of  time,  and  at  some  time  in  the  course  of  the  com- 
pany's history  such  a  condition — a  turning  point — ^will  have  been 
reached  in  its  affairs  when  its  assets  and  surplus  will  begin  to 
decrease,  and  ultimately  will  all  disappear  and  all  be  returned  to 
the  policyholder. 

Q.  To  those"  then  existing  ?    A.  Yes,  sir. 

Q.  Now,  the  theory  you  develop — not  the  theory,  but  the  fact 
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that  you  develop — is  that  in  this  surplus  so  called  are  all  the 
amounts  awaiting  apportionment  to  your  deferred  dividend 
policyholders?  A.  Yes,  sir,  and  dividends  to  the  policyholder 
which  we  declare  from  year  to  year  by  a  resolution  of  the  Board 
of  Directors.  I  wish  in  this  connection  to  call  your  attention, 
Mr.  Hughes,  to  this  important  fact,  that  we  have  upon  our  books 
some  millions  of  policies  on  the  industrial  classes,  the  original 
contract  of  which  never  called  for  one  cent  of  return  in  the  way 
of  dividends.  We  have  already  paid  out  to  such  policyholders 
voluntarily  over  six  millions  of  dollars,  and  we  expect  in  the  fu- 
ture to  pay  a  vastly  greater  sum  than  that,  and  from  year  to  year 
we  are  now  doing  that  by  the  action  of  the  Board  of  Directors. 

Q.  But  your  surplus  each  year  is  determined  after  all  the 
payments  of  the  year  in  the  way  of  dividends  have  been  made? 
A.  Yes,  and  it  naturally  increases  as  the  volume  of  business 
grows. 

Q.  In  accordance  with  your  success  and  gains  from  the  va- 
rious insurance  sources  as  well  as  from  investments?  A.  Yes, 
■sir. 

Q.  But  whatever  has  not  been  paid  out,  and  which  will  at  any 
time  be  apportioned  by  way  of  dividends  to  policyholders,  is  a 
part  of  this  amount  called  surplus  ?    A.  Yes,  sir. 

Q.  And  while  you  have  not  as  yet  taken  upon  yourself  by  an 
apportionment  a  legal  obligation  to  pay  a  particular  amount  to 
any  one,  you  present  the  facts  that  in  this  so-called  surplus  is 
the  accumulation  out  of  which  the  dividends  to  your  deferred  divi- 
dend policy  holders  particularly  will  be  paid?     A.  Yes,  sir. 

Q.  Do  yoti  keep  an  accounting  with  each  policy  holder  of  the 
amount  to  which  he  will  become  entitled  at  the  end  of  a  deferred 
•dividend  period  ?  A.  We  certainly  do  not  with  the  industrial  pol- 
icyholders and  with  the  ordinary  we  do  not. 

Q.  Then  you  do  not  take  upon  yourselves  any  obligations  or 
define  any  amount  which  will  at  any  time  become  payable  until 
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the  expiration  of  the  period  set  for  the  deferred  dividends  ?  A. 
No.  The  dividends  which  are  paid  during  any  term  of  years  are 
voted  by  the  Board  of  Directors  at  the  beginning  of  that  year. 

Q.  But  with  all  that  taken  into  consideration,  it  is  apparent 
from  the  fact  that  you  commenced  with  a  cash  capital  of  $91,000 
and  that  you  have  now  this  amount  of  surplus,  that  the  business 
of  the  company  has  been  extraordinarily  successful?  A.  We 
have  been  successful,  undoubtedly. 

Q.  And  it  was  in  recognition  of  that  and  of  the  probability 
of  the  continued  success  of  your  company  that  this  amount  of 
$600  a  share  was  fixed  at  the  time  of  the  sale  of  the  Fidelity  ?  A. 
No  doubt  of  it. 

Q.  That  success  has  been  largely  due  to  your  industrial  busi- 
ness ?    A.  Yes,  sir,  that  was  our  foundation. 

Q.  When  did  you  begin  to  write  ordinary  policies  ?  A.  I  think 
it  was  in  1886. 

Q.  And  when  was  it  that  your  ordinary  business  reached  any 
considerable  sum?  A.  Well,  I  should  say  that  for  the  first  ten 
years  it  was  quite  limited,  and  from  that  time  it  began  to  grow 
and  increase,  from  that  time  on. 

Q.  It  appears  from  the  blue  book  that  in  1904  your  industrial 
insurance  outstanding  amounted  to  $675,992,239  and  that  your 
ordinary  amounted  to  $380,740,769.  Your  industrial  business  is 
nearly  twice  your  ordinary  business  ?    A.  Yes,  sir. , 

Q.  Now,  your  rates  for  your  industrial  policies  are  about  twice 
the  amount  of  your  ordinary  rates,  are  they  not  ?  A.  Not  twice. 
We  find  that  the  mortality  among  the  industrial  classes  is  nearly 
one  hundred  per  cent,  greater  than  among  the  selected  risks  iff 
the  ordinary  classes.  I  think,  to  be  accurate,  it  is  about  93  or  94 
per  cent,  higher,  but  our  rates  to  the  industrial  policy  holders 
are  only  about  60  per  cent,  greater. 

Q.  Would  that  rate  of  60  per  cent,  higher  obtain  generally 
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through  the  various  classes  of  industrial  insurance  ?    A.  I  should 
think  so. 

Q.  Now,  I  call  your  attention  to  a  book  which  has  been  sent 
me  by  your  company,  which  I  understand  to  be  your  manual  in 
the  ordinary  department.  Is  that  right?  A.  Yes,  sir,  agents' 
manual. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Book  marked  Exhibit  679  for  identification.) 

Q.  It  bears  the  imprint  of  1900.  Does  it  contain  the  rates 
that  are  now  in  existence  ?    A.  I  believe  that  is  so,  sir. 

MR.  GORE:  1900? 

MR.  HUGHES :  Yes. 

MR.  GORE:  No,  our  rates  were  changed  in  1901. 

MR.  HUGHES  :  This  was  sent  to  us. 

MR.  GORE :  Here  is  one. 
(Handing  book.) 

THE  WITNESS :  The  other  book  is  a  later  edition. 

Q.  The  book  now  shown  you  is  the  present  book?  A.  Yes, 
sir.    That  is  issued  for  January,  1906. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 
(Book  marked  Exhibit  680  for  identification.) 
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Q.  And  this  that  I  now  show  you  is  your  table  of  rates  for  in- 
dustrial policies  now  in  force?    A.  Yes. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 
(Card  marked  Exhibit  68 1  for  identification.) 

Q.  Now,  if  you  refer  to  the  Industrial  Life  Insurance  Table 
•of  rates  at  age  forty,  to  obtain  five  hundred  dollars  of  insurance 
there  must  be  paid  how  much  ?    A.  Fifty  cents  a  week. 

Q.  Or  twenty-six  dollars  a  year?    A.  Yes,  sir. 

Q.  Now,  if  you  will  take  your  ordinary  rates  for  whole  life 
insurance  for  one  thousand  dollars,  or  twice  the  amount  which 
is  mentioned  the  premium  for  a  participating  whole  life  policy 
at  age  forty,  would  be  how  much?    A.  $32.68. 

Q.  So  the  one  who  insures  in  your  company  on  the  industrial 
side,  paying  fifty  cents  a  week  or  twenty-six  dollars  a  year,  gets 
five  hundred  dollars  insurance  and  the  one  who  insures  in  the 
ordinary  department  and  pays  $32.68  a  year  gets  one  thousand 
dollars  of  insurance?     A.  Yes,  sir. 

Q.  And  that  would  be  a  fair  illustration  of  the  difference  be- 
tween costs?     A.  I  think  so. 

Q.  Both  policies  participating  in  whatever  accumulation  may 
apply  to  either?  A.  Yes,  sir.  Of  course,  there  is  a  very  suffici- 
ent reason  for  that. 

Q.  You  might  state  that  now,  if  you  desire  to.  A.  In  the  case 
of  the  ordinary  policy,  there  is  in  the  first  place  a  careful  selection 
of  the  risk.  We  have  a  most  thorough  medical  examination  by 
at  least  one  doctor,  and  if  the  amount  is  large  enough,  by  two 
doctors.  Then  the  premiums  are  paid  not  less  frequently  than 
once  a  quarter,  the  premiums  are  usually  paid  by  that  class  of 
people  who  insure  under  that  form  of  policy  by  check  sent  to  the 
agent,  or  sent  to  the  company,  and  the  cost  of  making  those 
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collections  is,  of  course,  inconsiderable.  In  the  case  of  the  in- 
dustrial policy,  we  send  an  agent  at  least  fifty-two  times  a  year 
to  a  man's  house  or  shop,  to  collect  his  premium.  Frequently 
the  agent,  on  account  of  not  finding  the  party  at  home,  or  in 
his  shop,  will  have  to  go  two  or  three  times  in  a  week  to  get  that 
premium.  That  makes  it  expensive.  Then  the  machinery  for 
taking  care  of  that  business  at  the  home  office  is  very  elaborate, 
and  somewhat  complicated,  and  necessarily  must  be  so,  because 
we  require  a  report  from  each  agent  among  all  the  thousands  of 
agents  in  the  employ  of  the  company,  scattered  all  over  the 
country.  We  require  a  report  from  each  agent,  upon  his  busi- 
ness every  week;  and  if  there  is  a  failure  to  make  a  report  for  a 
single  week  by  a  single  one  of. these  thousands  of  agents,  our 
machinery  is  put  into  operation  to  ascertain  the  reason  why  we 
have  not  received  that  report.  In  the  field  we  maintain  an  organi- 
zation which  is  not  dissimilar  to  that  of  a  military  organization 
in  its  efficiency  for  work. 

Q.  And  also  in  its  discipline?  A.  Yes,  sir,  necessarily  it  must 
be  so  in  its  discipline.  In  dealing  with  millions  of  people  we  must 
see  that  they  are  fairly  treated,  and  not  neglected  or  abused;  and 
therefore  we  have  to  maintain  a  rigid  discipline.  Our  superin- 
tendent, who  is  over  a  number  of  assistant  superintendents,  and 
they,  each  one  of  them,  over  a  certain  number  of  agents,  is  charged 
with  the  responsibility  of  seeing  that  policyholders  in  his  district 
are  fairly  and  honestly  dealt  with,  that  they  are  punctually  looked 
after  as  to  paying  their  premiums,  because  if  they  get  in  arrears 
it  becomes  very  difficult  for  them  to  catch  up.  He,  in  turn,  holds 
the  assistant  superintendent  under  him  to  a  rigid  accountability 
for  their  agents;  and  the  assistant  superintendent  has  upon  him 
■  the  responsibility  placed  of  seeing  that  the  people  are  looked 
after,  and  the  assistant  superintendent,  in  order  to  assure  himself 
that  there  has  been  no  neglect  and  no  abuse,  and  no  misrepresenta- 
tion on  the  part  of  the  agent,  has,  as  a  part  of  his  duty,  to  visit 
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these  houses  from  time  to  time,  to  see  the  people  who  pay  their 
premiums,  and  compare  the  premium  receipt  book  with  the  agent's 
collecting  book  to  see  that  they  tally,  and  to  find  that  the  whole 
busihess  is  kept  up  and  honorably  and  honestly  conducted.  Now, 
that  costs  money. 

Now,  in  addition  to  that,  it  is  a  fact,  Mr.  Hughes,  it  is  not  a 
theory,  but  it  is  a  fact,  which  a  vast  amount  of  experience  has 
demonstrated  beyond  all  question,  that  the  mortality  among  that 
class  of  people  is  higher.  Unfortunately  they  are  not  as  well  clad, 
nor  as  well  fed,  nor  can  they  surround  themselves  with  the  com- 
forts and  the  necessities  of  life,  that  people  in  better  circumstances 
can.  That  increases  the  mortality,  and  in  a  business  of  this  kind 
it  all  has  to  be  taken  into  consideration. 

Q.  The  result  is  that  your  premiums  are  in  the  ratio  of  fifty  to 
32.68,  comparing  the  industrial  with  the  ordinary  departments, 
because  of  the  high  rate  of  mortality,  and  because  of  the  great 
expense  incident  to  the  business?     A.  Yes,  sir. 

Q.  What  method  of  selection  have  you  in  taking  your  risks 
in  the  industrial  department?  A.  We  have  for  some  of  the  poli- 
cies, we  have  an  examination  by  the  doctor,  to  whom  we  pay  a  fee 
of  fifty  cents.  Then  we  have,  in  addition  to  that,  a  system  ot 
inspection  on  the  smaller  policies,  for  which  we  pay  twenty-five 
cents. 

Q.  What  is  done  under  that  system  of  inspection?  A.  The 
inspector  is  required  to  visit  the  home  where  the  people  live  to 
see  the  surroundings,  to  see  the  person  whose  life  is  to  be  insured, 
to  ask  certain  questions,  and  in  a  general  way  to  satisfy  himself 
that  for  the  purposes  of  an  industrial  company  it  is  a  proper 
risk.  Now,  upon  that  question  of  medical  examination,  the  great 
Prudential  of  London,  which  is  the  great  leader  of  us  all,  in  that 
branch  of  business,  has  gone  into  it  with  extreme  care  and  after 
great  experience  and  an  exhaustive  analysis,  they  came  to  the 
conclusion  some  years  ago  that  it  v/as  better  not  to  attempt  to 
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examine  all  the  risks,  but  that  they  could  better  afford  to  deal  with 
the  people  in  a  more  liberal  way  than  by  paying  out  so  much 
money,  as  they  would  be  required  to  do  by  medical  examination,  if 
they  were  required  to  examine  everybody.  We  do  not  examine 
everybody,  except  in  some  States,  where  we  are  required  by  law 
to  do  that. 

Q.  Where  is  that?  A.  I  think  Massachusetts  is  one,  if  I  am 
not  mistaken. 

Q.  May  I  interrupt  you  to  ask  what  is  the  rate  of  mortality 
shown  in  Massachusetts  as  compared  with  your  industrial  busi- 
ness? A.  The  rate  of  mortality  on  Massachusetts  in  our  own 
company? 

Q.  Yes,  where  you  have — 

THE  WITNESS:  Have  you  any  figures? 

MR.  FISKE:  It  is  higher. 

MR.  GORE :  Higher. 

THE  WITNESS:  Higher,  yes,  sir. 

Q.  Is  that  because  the  doctors  are  more  inefficient  in  Massa- 
chusetts?   A.  No,  sir,  I  think  not. 

MR.  FISKE :  On  account  of  the  climate  and  the  nationality  and 
work. 

THE  WITNESS :  The  cotton  mills— 

MR.  HUGHES:  And  the  examination? 

MR.  FISKE :  No,  it  is  the  climate  and  nationality  and  the 
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class  of  work.     They  are  factory  operatives,  French  and  Irish,  and 
live  in  a  very  trying  climate. 

MR.  HUGHES :  So  it  might  be  a  good  deal  worse  if  they  were 
not  examined? 

MR.  FISKE:  Unquestionably. 

Q.  Proceed,  Senator  Dryden.  I  interrupted  you.  A.  Perhaps 
I  had  said  about  all  I  needed  to  say. 

Q.  What  proportion  of  your  business  is  inspected  in  this  general 
way  by  a  visual  examination  ?  A.  Do  you  know  what  proportion 
of  our  business  is  inspected? 

MR.  GORE :  More  than  half  of  it. 


THE  WITNESS :  By  the  medical  inspectors  or  inspectors  and 
others — 


MR.  GORE :  By  medical  inspectors. 

THE  WITNESS :  By  medical  inspection,  meaning  the  doctors, 
and  medical  inspectors,  more  than  half  of  it  is  inspected. 

Q.  You  mean  by  that  inspected,  as  contrasted  with  a  medical 
examination  ?  A.  I  include  in  that  the  medical  examinations  and 
the  inspections  on  the  industrial  business,  more  than  half  of  it. 

Q.  What  proportion  of  the  industrial  business  involves  an  in- 
spection as  contrasted  with  a  medical  examination?  A.  Do  you 
know  that,  Mr.  Gore  ? 

MR.  GORE :  Well,  everything  below  $250  in  amount,  and  that 
would  be — 
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MR.  HUGHES :  About  what  volume  of  your  outstanding  in- 
surance has  been  taken  on  that  basis? 

MR.  GORE :  Perhaps  60  per  cent. 

MR.  HUGHES:  Of  the  industrial  insurance? 

MR.  GORE :  I  should  think  so. 

MR.  HUGHES :  We  may  also  assume  that  60  per  cent,  of 
your  industrial  insurance  is  represented  by  policies  calling  for 
not  more  than  $250? 

MR.  GORE :  That  is  an  estimate,  but  it  is  not  far  wrong  one 
way  or  the  other. 

Q.  Who  makes  these  twenty-five  cent  inspections,  regular  phy- 
sicians in  actual  practice  or  those  who  are  retained  exclusively  for 
your  work  ?  A.  No,  sir,  I  think  they  are  usually  young,  doctors 
in  general  practice,  young  doctors. 

Q.  And  then  your  examination  is  paid  for  at  the  rate  of  fifty 
cents?    A.  Yes. 

Q.  And  what  do  you  pay  in  Massachusetts  for  a  medical  exami- 
nation ?    A.  I  think  the  rate  is  the  same. 

Q.  Fifty  cents?  A.  Excepting  in  Massachusetts  we  are  re- 
quired to  have  everybody  examined. 

Q.  There  you  have  100  per  cent,  of  your  industrial  risks  medi- 
cally examined,  while  here  you  have  40  per  cent.,  approximately, 
medically  examined,  afld  the  price  for  the  examination,  if  there  is 
one,  is  the  same  in  both  places  ?    A.  Yes,  sir. 

Q.  Notwithstanding  the  high  premiums  on  the  industrial  de- 
partment, based  upon  the  high  rate  of  expected  mortality,  it  would 
appear  from  your  gain  and  loss  exhibit  of  last  year  that  your 
percentage  of  actual  to  expected  mortality  was  1 14-99  P^^"  cent.? 
A.  Yes,  sir. 
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Q.  So  that  your  actual  mortality  is  largely  in  advance  of  what 
you  base  your  premiums  upon  ?  A.  Yes,  our  premiums  are  based 
upon  the  regular  table,  the  American  Experience  4J  per  cent. 

MR.  GORE :  That  is  the  legal  requirement,  but  we  base  them 
upon  our  own  experience. 

THE  WITNESS :  But  the  table  shows  we  base  them  on  the 
American  4J  per  cent. 

Q.  I  understand  you  base  your  premiums  on  the  industrial 
business  on  the  high  rate  of  mortality,  so  I  presume  you  base  your 
premiums  in  that  department  upon  your  own  experience? 

MR.  FISKE :  That  department  requires  us  to  compare  it  with 
the  standard  table. 

MR.'  HUGHES :  So  this  gain  and  loss  exhibit  does  not  show 
the  actual  to  the  expected  mortality  as  the  latter  is  regulated  in 
your  premium  rate  sheet? 

MR.  FISKE :  No,  that  is  right. 

Q.  What  is  the  result  actually  of  the  business  of  your  company  ? 
I  mean  in  its  industrial  department,  how  does  your  actual  mor- 
tality in  the  indiistrial  department  compare  with  the  expected 
mortality  indicated  by  your  premium  rate  in  that  department? 

MR.  GORE :  It  is  lower. 

MR.  HUGHES:  You  have  a  saving? 

MR.  GORE:  Yes. 

4882 


Testimony  of  John  F.  Dryden 

MR.  HUGHES :  Can  you  tell  me  what  the  ratio  was  last  year 
of  the  actual  to  the  expected  mortality  in  the  industrial  depart- 
ment? 

MR.  GORE :  We  cannot  tell  that  exactly,  Mr.  Hughes. 

MR.   HUGHES :  Can  you  approximate  it  ? 

MR.  GORE:  The  table  that  we  work  on  was  built  some  ten 
or  twelve  years  ago.  That  is  what  we  call  our  Prudential  Experi- 
ence or  Mortality  Table,  was  built  ten  or  twelve  years  ago. 

MR.  HUGHES :  But  you  made  up  this  table  of  rates  this  year. 
When  you  made  that  up  you  must  have  had  some  idea  of  how 
your  mortality  compared  with  your  anticipated  mcrtnlity. 

MR.  GORE :  Those  industrial  rates  have  not  been  changed  for 
a  number  of  years. 

MR.  HUGHES :  Then  the  rates  I  referred  to  a  moment  ago  by 
error  were  in  the  ordinary  department,  but  you  have  not  had  any 
change  in  the  industrial  for  a  number  of  years  ? 

MR.  GORE:  No. 

MR.  HpGHES  :  What  is  your  actual  experience? 

MR.  GORE :  Possibly  about  90  per  cent. 

Q.  When,  I  spoke  to  you  a  few  minutes  ago  about  the  com- 
parison of  rates  between  your  industrial  and  your  ordinary  depart- 

4883 


Testimony  of  John  F.  Dryden 

ment  I  showed  you  a  statement  of  participating  rates.  Now  you 
have  a  non-participating  rate  ?     A.  Yes,  sir. 

Q.  I  understand  a  large  part  of  your  industrial  business  is  in  fact 
participating?    A.  Yes. 

Q.  We  shall  come  a  little  later  to  the  extent  to  which  the  policy- 
holders on  the  industrial  side  benefit  by  that  participation,  but  just 
now  I  would  like  to  have  you  state  on  the  record  what  the  non- 
participating  rate  of  a  whole  life  policy  of  one  thousand  dollars  is 
at  age  40  in  your  ordinary  department?  A.  Non-participating 
rates  for  one  thousand  dollars  for  a  whole  life  policy  is  at  age  40 
$27.03. 

Q.  And  the  rates  for  $500  on  the  industrial  side  with  such  par- 
ticipation as  it  may  receive  is  $26  ?    A.  Yes,  sir. 

Q.  So  that  the  non-participating  rate  on  the  ordinary  side  is  but 
a  little  more  than  one-half  of  the  regular  industrial  rate  at  the  same 
age? 

MR.  GORE:  Which  is  participating? 

MR.  HUGHES :  Which  is  participating  to  the  extent  which 
will  be  developed  in  a  few  minutes.     A.  Yes. 

Q.  Now,  I  have  asked  you  to  state  to  the  Committee  the  extent 
to  which  your  business  persists  or  your  ratio  of  lapses,  and  I  have 
received  here  a  table  of  lapses  which  we  may  assume  to  be  correct  ? 
A.  Yes. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  682.) 

MR.  HUGHES :  I  will  read  it  upon  the  record. 
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Q.  Before  we  leave  that  table,  Senator,  I  would  like  to  have  you 
look  at  the  rate  of  lapse  in  the  industrial  department,  under  the 
head  of  the  year  1900.  I  understand  from  that  table  that  of  the 
issue  of  policies  in  the  Industrial  Department  made  in  the  calendar 
year  1900,  there  lapsed  in  the  year  1900,  37.51  ?    A.  Yes,  sir. 

Q.  And  in  the  next  year,  that  is,  the  second  calendar  year,  or  in 
1901,22.87?    A.  Yes,  sir. 

Q.  In  the  third  calendar  year,  that  is,  in  1902,  5.71 ;  in  the  fourth 
year,  that  is  in  1903,  3.39,  and  in  the  fifth  year,  that  is  in  1904, 
2.61?     A.  Yes. 

THE  CHAIRMAN :  For  the  five  years  that  is  seventy  per  cent. 

Q.  So  that  of  the  industrial  business  written  in  the  year  1900, 
about  seventy-two  per  cent,  had  lapsed  at  the  end  of  five  calendar 
years,  lapsed  in  the  five  calendar  years,  1900  to  1904,  inclusive  ?  A. 
It  would  appear  so,  and  yet  this  explanation  should  be  made,  that 
many  of  those  policyholders  come  in  and  go  out,  a  man  will  take 
a  policy  in  January,  perhaps  he  has  paid  three  or  four  months  and 
lapsed  for  one  reason  or  another,  and  perhaps  the  next  month  he  is 

persuaded  by  the  agent  to  renew  his  insurance.  Now,  he  pays 
that  premium,  although  that  has  been  treated  as  a  lapse,  and  when 
be  comes  in  again  it  is  a  revival,  treated  as  new  insurance. 

Q.  If  he  lapses  again?  A.  If  he  lapses  again  and  the  same 
policy  may  lapse  and  be  revived  half  a  dozen  times  during  the  year, 
so  that  apparent  lapse  is  not  the  real  lapse. 

Q.  But  taking  the  apparent  lapse  in  the  absence  of  figures  show- 
ing the  real  lapse,  we  have  lapsed  in  two  years,  that  is,  of  the  busi- 
ness of  1900,  in  the  Industrial  Department,  there  was  lapsed  before 
the  end  of,  or  by  the  end  of  1901,  something  over  sixty  per  cent.? 
A.  Yes,  sir. 

Q.  And  in  three  years  about  sixty-six  per  cent.  ?  A.  Between 
sixty-five  and  sixty-six  per  cent. 
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Q.  Now,  the  figures  given  on  the  Ordinary  Department  side 
show  that  of  the  business  written  in  the  year  1900,  there  lapsed  in 
that  year  9.48  per  cent.,  and  in  the  next  calendar  year,  that  is  1901, 
27.46  per  cent.  ?    A.  Yes,  sir. 

Q.  And  in  the  next  calendar  year,  1902,  7.55  per  cent.?  A. 
Yes,  sir. 

Q.  In  the  next  calendar  year,  1903,  3.76  per  cent.  ?     A.  Yes,  sir. 

Q.  And  in  the  next  calendar  year,  1904,  2.55  per  cent.?  A. 
Yes,  sir. 

Q.  About  fifty-onfe  per  cent,  in  the  five  years?  A.  I  have  not 
added  it  up ;  I  have  no  doubt  that  is  correct. 

MR.  HUGHES :  Now,  with  that  understanding  of  that  table,  I 
will  complete  the  reading  of  the  Exhibit : 

Q.  Now,  have  you  a  statement  which  will  show  what  you 
referred  to  a  moment  ago  as  the  actual  lapsed  rate  as  compared 
with  this  apparent  lapsed  rate?  A.  No,  sir,  I  don't  think  it 
would  be  practicable. 

THE  CHAIRMAN :  That  lapsed  rate  included  deaths  ? 

MR.  HUGHES :  Which  were  stated  to  be  about  one  per  cent, 
of  the  number. 

THE  WITNESS :  If  I  understood  the  point  of  your  inquiry  it 
was  whether  we  can  furnish  you  with  the  information  as  to  the 
actual  lapsed  rates,  taking  into  consideration  those  insured  who 
come  in  and  go  out. 

Q.  The  ins  and  outs  ?  A.  Yes,  sir  ;  we  have  no  such  informa- 
tion as  that.    I  would  say  that  we  can  trace  the  individual  policy 
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through  its  whole  course,  but  we  have  nothing  to  show  aggre- 
gate facts. 

MR.  GORE :  We  are  now  reviving  fully  i6  per  cent,  of  all  poli- 
cies that  have  lapsed,  and  would  be  subject  to  revival.  Of  course 
some  that  go  off  our  books — deaths,  I  do  not  include  those — -of 
all  those  that  lapsed  we  are  now  reviving  about  ten  per  cent, 
this  year. 

Q.  That  is  a  statement  which  we  can  accept  that  the  revivals 
amount  to  about  i6  per  cent,  of  the  lapses?  A.  Yes,  sir,  that 
would  throw  light  upon  that  question. 

Q.  So  that  if  we  reduce  the  number  of  lapses  by  15  per  cent, 
we  would  have  a  very  close  approximation  to  the  actual  lapses  ? 
A.  That  is  true. 

BY  MR.  COX : 

Q.  What  advantages  do  the  policyholders  get  out  of  a  revival 
of  these  contracts  ? 

MR.  HUGHES :  We  are  coming  to  that ;  will  you  hold  that 
for  a  moment? 

'MR.  FISKE:  I  claim  that  they  come  back  without  revival, 
and  that  they  come  in  and  out  all  the  time.  We  know  that  they 
do.    They  take  in  new  policies,  the  same  man. 

THE  WITNESS :  Of  course,  yes. 

MR.  FISKE:  That  is  not  a  lapse  at  all.  These  revivals  are 
strict  revivals. 

THE  WITNESS :  I  was  .speaking  only  of  the  actual  poHcies 
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issued.  This  matter  which  Mr.  Fiske  brings  up  is  another  phase 
of  it,  which  is  correct,  that  a  man  may  lapse  a  poHcy  this  year, 
and  next  year  take  a  new  poHcy  entirely,  and  the  same  party, 
the  same  life,  is  insured  again. 

MR.  FISKE:  Two  in  the  same  year? 

MR.  HUGHES :  That  is  done  in  ordinary  insurance.  We  all 
discontinue  policies,  and  take  new  policies. 

THE  WITNESS :  Unfortunately. 

Q.  And  we  let  some  lapse  and  we  take  others  ?    A.  Yes. 

Q.  And  it  depends  a  great  deal  on  the  ingenuity  and  persist- 
ence of  the  agent  we  happen  to  meet ;  so  that  we  are  entirely  in 
the  realm  of  conjecture  with  regard  to  that,  but  if  you  take  the 
business  issued  of  the  two  classes,  and  compare  with  the  busi- 
ness issued  the  amount  of  lapses  as  determined  by  your  book, 
you  have  a  reasonably  fair  criterion  of  persistence  of  the  particu- 
lar kind  of  business ;  that  is  what  we  want  to  get  at. 

THE  CHAIRMAN :  Was  the  i6  per  cent,  the  actuary  spoke 
of  actual  revivals,  with  payment  of  the  arrears? 

MR.  FISKE:  That  is  it. 

MR.  GORE :  Those  are  actual  revivals,  those  policies. 

THE  CHAIRMAN :  Accompanied  by  payment  of  arrears  ? 

MR.  GORE :  Yes. 

MR.  HUGHES :  I  am  about  to  add  the  statement  which  ap- 
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pears  on  a  page  succeeding  the  one  I  have  read,  which  I  will 
offer  in  evidence. 

(Statement  marked  Exhibit  683.) 

THE  WITNESS :  This  is  a  statement  which  shows  how  the 
persistency  in  insurance,  and  the  percentage  of  revivals  is  in- 
creasing from  year  to  year.  For  instance,  in  1895  the  per  cent, 
of  revivals  of  policies  lapsed  was  only  5.21  per  cent.,  while  for 
the  year  1904  the  percentage  of  revivals  was  16.03  P^r  cent., 
showing  that  there  had  been  an  increase  in  the  percentage  of 
revivals  of  lapsed  policies  of  more  than  300  per  cent. 

MR.  HUGHES :  That  table  I  will  put  in  in  a  moment.  We 
had  just  introduced  as  Exhibit  683  an  addition  to  what  your 
company  had  stated  regarding  its  lapses,  which  should  be  read 
in  connection  with  that,  as  follows : 

MR.  HUGHES :  In  this  statement  that  has  just  been  read. 
Exhibit  683,  with  reference  to  revivals,  do  you  refer  to  calendar 
years  or  policy  years? 

MR.  GORE:  Those  are  policy  years. 

MR.  HUGHES:  The  conclusion,  then,  that  I  would  draw  is 
as  follows :  That  taking  your  record  of  90,000  and  following 
them  for  one  year,  you  would  find,  including  deaths,  which 
amount  to  less  than  i  per  cent,  of  the  number  issued,  a  total 
lapse  in  the  policy  year  of  51.3  per  cent.,  and  that  of  the  revivals 
in  1904  it  is  found  that  about  5  per  cent,  of  the  lapsed  policies 
revived  were  those  that  had  been  in  force  for  less  than  one  year  ? 

M'R.  GORE :  Yes. 
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MR.  HUGHES:  Now,  Senator,  I  will  offer  in  evidence  this 
table  you  gave  of  the  ratio  of  policies  revived  to  policies  lapsed. 

Paper  marked  Exhibit  684  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Now,  Senator,  suppose  an  industrial  policy  lapses  in  the 
first  policy  year,  does  the  insured  become  entitled  to  receive 
anything?    A.  No. 

Q.  He  does  not?    A.  No. 

O.  Suppose  a  lapse  in  the  second  policy  year,  does  he  become 
■entitled  to  anything?    A.  He  does  not. 

Q.  In  the  third  poHcy  year?  A.  He  becomes  entitled  to  a 
paid-up  policy. 

Q.  For  lapses  in  the  third  year?    A.  After  three  years. 

Q.  So  that  if  there  is  a  lapse  within  three  years  from  the  date 
of  issuance  of  the  policy  the  insured  gets  nothing.    A.  No. 

Q.  So  that  unless  the  policy-holder  takes  out — revives  his 
policy,  if  he  lapses  within  three  years  he  gets  nothing  at  all  for 
the  moneys  he  has  paid  in?  A.  Except  that  he  has  been  pro- 
tected by  insurance  in  the  meantime. 

Q.  Undoubtedly,  but  we  are  now  taking  a  case,  or  consider- 
ing the  fact  that  there  is  a  continuous  stream  of  the  insured, 
and  that  without  picking  them  out  individually  you  find  that  a 
certain  percentage  of  them  will  not  persist?    A.  Yes. 

Q.  For  more  than  three  years.  In  fact  it  would  appear  from 
this  that  51  per  cent,  will  drop  out  in  one  year.  A.  And  that  is 
an  enormous  loss  to  the  company. 

Q.  Undoubtedly;  we  will  come  to  that  in  a  moment.  And  it  is 
pretty  certain  that  over  70  per  cent,  will  drop  out  within  three 
years?    A.  Probably. 
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Q.  So  that  in  the  run  of  your  industrial  business  there  are  on 
the  average  about  70  per  cent,  of  those  who  take  insurance  who 
drop  out  and  get  nothing?    A.  Except  the  protection. 

Q.  Except  the  protection  which  they  have  during  the  mean- 
time, which  taking  those  on  the  average  means  to  those  who 
drop  out,  no  return?    A.  Yes. 

THE  CHAIRMAN:  Is  that  70  per  cent,  for  three  years  or 
72  per  cent,  for  five  years  ? 

THE  WITNESS:  What  is  that  percentage  for  two  years,  Mr. 
Gore? 

MR.  GORE:  Sixty-six  per  cent. 

MR.  HUGHES:  That  is  justified  because  the  72  per  cent, 
you  are  thinking  of  was  for  five  years,  but  from  the  fact  that 
there  was  72  per  cent,  for  calendar  years,  and  52  per  cent,  in 
the  first  policy  year  on  the  table,  with  regard  to  two  policy  years, 
I  inferred  that  it  was  probable  that  for  three  policy  years  there 
would  likely  be  a  lapse  of  about  70  per  cent. 

THE  CHAIRMAN:  Is  that  the  fact?  That  is  a  very  im- 
portant fact  and  he  ought  to  be  able  to  give  us  some  light  on  it. 

MR.  HUGHES :  Let  us  see  if  that  is  proper,  Senator  Dryden. 
There  is  72  per  cent.,  according  to  your  table  in  the  Industrial 
Department,  that  lapses  in  five  calendar  years,  but  according  to 
your  generalization,  based  on  ninety  thousand  policies,  there  is 
51  per  cent,  that  lapses  in  one  policy  year,  and  about  60  per  cent, 
in  three  calendar  years.  Now,  if  we  took  three  policy  years, 
what  in  your  judgment  would  it  amount  to?  It  would  be  some- 
thing more  than  66  per  cent  ?    A.  Undoubtedly. 
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Q.  Would  be  in  the  neighborhood  of  70  per  cent.?  A.  Un- 
doubtedly. 

MR.  GORE:  About  67^  per  cent.,  somewhere  around  there. 

Q.  Now,  let  us  take  the  policies  that  lapsed  after  three  years. 
What  does  the  policyholder  get,  assuming  that  he  does  not  re- 
vive— that  is,  what  does  he  get  in  the  way  of  paid-up  insurance 
or  cash  surrender  value?  A.  After  three  years  he  gets  a  paid-up 
policy.  If  you  look  at  the  space  marked  B  you  will  see  a  table 
of  surrender  values  and  paid-up  policies,  which  the  company 
gives  under  its  contract — ^the  paper  marked  B. 

Q.  That  is  the  table  of  surrender  values  and  paid-up  policies 
taken  at  age  twenty-one  at  issue  at  the  end  of  various  years  ?  A. 
Yes. 

MR.  HUGHES:  I  will  mark  that  for  identification.  That  is 
not  a  complete  table,  but  that  is  what  the  Committee  called 
for  with  reference  to  page  21  ? 

THE  WITNESS:  Yes. 

(Paper  marked  Exhibit  No.  685  for  identification.) 

Q.  Now,  is  this  policy  that  I  show  you  one  of  your  regular 
forms  of  industrial  policies  containing  upon  the  second  page 
the  table  of  privileges  showing  the  paid-up  insurance  and  the 
cash  values  which  you  allow?    A.  Yes,  sir. 

MR.  HUGHES:  I  will  offer  that  in  evidence. 

(Policy  marked  Exhibit  No.  685.) 
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Q.  Now,  these  benefits  stated  on  the  second  page  of  this  pol- 
icy, that  is  the  additional  benefit  after  five  years,  the  cash  divi- 
dends after  fifteen  years,  the  cash  surrender  values  after  twenty 
years,  and  the  paid-up  policy  after  three  years  are  your  regular 
privileges?    A.  Yes,  sir. 

Q.  This  is  a  complete  statement  of  that?  A.  Yes,  sir.  That 
is  a  contract  we  make  with  our  policyholders. 

Q.  Before  reading  this  it  may  be  well  to  bring  out  the  fact 
that  you  do  not  have  a  great  variety  of  industrial  policies,  do 
you?  A.  No,  sir.  We  have  the  regular  industrial  and  the  in- 
termediate industrial  and  the  child's  endowment,  pure  endow- 
ment; we  have,  though,  stopped  issuing  child's  endowment. 

Q.  You  don't  have  the .  increasing  endowment  plan  that  the 
Metropolitan  has?    A.  No. 

Q.  Your  industrial  policies  are  whole  life  policies  in  the  main? 
A.  Yes,  sir. 

Q.  These — that  is,  benefit  payable  only  at  death?    A.  Yes,  sir. 

M'R.  HUGHES :  Now,  we  have  Exhibit  686,  which  provides 
for  the  insurance  of  the  life  of  the  person  designated  as  the  in- 
sured and  an  agreement  to  pay  the  stipulated  benefit  as  shown 
by  the  schedules,  subject  to  the  privileges,  conditions  and  pro- 
visions contained  on  the  second  and  third  pages.  Then  follows 
a  schedule  showing  a  table  of  benefits  if  the  insured  is  less  than 
ten  years  of  age  next  birthday  for  a  weekly  premium  of  five 
cents. 

Q.  In  other  forms  of  policies  you  have  a  table  for  benefits 
corresponding  to  the  age  at  which  the  insurance  is  written,  and 
the  premiums  paid?    A.  Yes,  sir,  we  have. 

Q.  Now,  taking  the  privileges  there,  drawing  your  attention 
first  to  the  provision  after  three  years,  in  case  of  lapse,  after 
three  years  the  insured  is  entitled  to  a  paid-up  policy?    A.  Yes. 
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Q.  The  provision  is  that  if  this  policy  shall  become  forfeited 
for  the  non-payment  of  any  premium  after  having  been  in  force 
for  three  full  years  and  the  insured  shall  be  over  thirteen  years 
of  age  at  date  of  such  forfeiture  the  company  will  grant  a  non- 
participating  paid-up  life  policy  in  accordance  with  Chapter  356 
of  the  Laws  of  1895  of  the  State  of  New  Jersey:  Now,  suppos- 
ing one  had  been  insured  at  an  age  under  ten,  and  three  years 
had  elapsed.  Would  there  be  any  right  to  get  a  paid-up  policy  ? 
A.  Not,  I  believe,  unless  the  insured  is  thirteen  years. 

Q.  You  do  not  give  any  paid-up  policies  in  case  of  lapse  under 
thirteen  years  of  age  ?    A.  No,  sir,  we  do  not. 

Q.  Do  you  give  one  in  case  of  a  lapse  under  thirteen  years  of 
age,  when  the  insured  arrives  at  the  age  of  thirteen?  A.  Yes, 
sir,  we  do. 

Q.  You  do  in  that  case,  but  he  does  not  become  entitled  to 
it  until  he  becomes  thirteen,  and  the  reason  for  that  is  that  there 
are  no  reserves?    A.  Yes,  sir. 

Q.  Until  they  are  thirteen  years  of  age?    A.  Yes,  sir. 

Q.  And  the  New  Jersey  law,  it  is  stated,  provides  for  a  paid- 
up  policy  in  case  of  lapse  when  the  insured  is  at  least  fifteen 
years  old?    A.  Yes,  sir. 

Q.  Your  point  is  that  you  give  a  little  more  than  the  law  re- 
quires?   A.  Yes.  sir. 

Q.  By  giving  a  policy  when  the  insured  is  thirteen  years  old? 
A.  Yes. 

Q.  The  next  question  is,  what  is  the  amount  of  that  poHcy, 
suppose  the  insured  pays  ten  cents  a  week?  A.  It  is  an  amount 
of  paid-up  policy  which  may  be  bought  by  two-thirds  of  the  re- 
serve.   Am  I  right  about  that,  Mr.  Gore? 

MR.  GORE:  Two-thirds  reserve  American,  four  and  a  half 
table. 
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Q.  Take  the  case  of  a  person  who  is  insured  at  twenty-one 
years  of  age  on  the  industrial  plan,  and  pays  ten  cents  a  week 
for  three  years,  or  $15.50  in  all  in  the  three  years,  and  then 
lapses,  for  what  amount  will  he  receive  a  paid-up  policy?  A.  I 
have  not  the  table  here.  Won't  that  instruction  book  to  agents 
show  that,  Mr.  Gore? 

Q.  You  now  show  me  a  sheet  showing  your  paid-up  values 
per  one  hundred  dollars,  whole  life  industrial?    A.  Yes. 

MR.  HUGHES:  Which  I  will  mark  for  identification. 

(Sheet  marked  Exhibit  687  for  identification.) 

Q.  This  says  paid-up  values  per  one  hundred  dollars — what 
does  one  hundred  dollars  mean? 

M!R.  GORE:  Of  insurance. 

MR.  HUGHES:  One  hundred  dollars  of  insurance? 

THE  WITNESS:  Of  insurance,  yes. 

Q.  If  one  were  twenty-one  years  of  age,  and  paying  ten  cents 
a  week,  he  would  have  over  $168  of  insurance?    A.  Yes. 

Q.  To  take  a  round  figure,  let  us  take  one  at  forty,  who  pays 
fifty  cents  a  week,  or  twenty-six  dollars,  in  a  year,  and  has  five 
hundred  dollars  in  insurance.  Assume  that  he  pays  that  twenty- 
six  dollars  for  three  years,  pays  a  total  of  seventy-eight  dollars 
and  then  lapses,  what  will  he  get  a  paid-up  policy  for  ?  A.  What 
does  that  table  say? 

MR..  GORE:  Forty  dollars,  I  think;  eight  dollars  a  hundred. 

THE  WITNESS :  He  gets  eight  dollars  a  hundred,  forty  dol- 
lars of  the  five  hundred  dollar  policy. 
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Q.  He  will  get  at  the  rate  of  eight  dollars  a  hundred,  or  forty 
dollars?    A.  Yes. 

Q.  And  that  paid-up  insurance  will  be  paid  at  death.    A.  Yes. 

Q.  Now,  if  this  man  at  age  forty  had  paid  ten  cents  a  week, 
he  would  have  had  an  insurance  of  a  hundred  dollars  and  at  the 
end  of  three  years  on  lapsing  he  would  have  been  entitled  to  a 
paid-up  policy  for  eight  dollars  ?    A.  Yes,  sir. 

Q.  What  are  the  provisions  of  Chapter  356  of  the  Laws  of  1895 
of  the  State  of  New  Jersey  referred  to  here?    A.  Paid-up  policy. 

O.  Yes?  A.  It  provides  that  we  must  give  either  a  paid-up 
policy  or  a  term  policy,  at  the  option  of  the  insured,  for  an 
amount  which  two-thirds  of  the  reserve  will  purchase  at  his  then 
age. 

Q.  Now,  we  find  that  after  five  years  the  policy  provides  for 
what  is  called  an  additional  benefit?    A.  Yes. 

Q.  That  if  the  insured  should  die  after  five  years  from  the  date 
hereof  the  company  will  pay,  in  addition  to  the  benefit  herein 
provided,  an  amount  to  be  determined  from  the  tables  of  addi- 
tional benefits  issued  by  the  company  from  the  year  in  which 
death  occurs.  Have  you  the  table  of  additional  benefit  issued 
last  year?    A.  The  actuary,  I  think,  has. 

MR.  HUGHES:  I  will  mark  this  for  identification. 

(Paper  marked  Exhibit  688  for  identification.) 

M'R.  HUGHES:  This  is  headed  additional  benefits  and  cash 
dividends  on  regular  industrial  policies  payable  during  1905,  and 
in  that  statement  appears  the  following:  "Continuation  of  vol- 
untary concessions  first  made  in  1897,  and  continued  each  year 
since  then. 

The  Prudential  Insurance  Company  announces  to  its  old  pol- 
icyholders that  the  voluntary  dividend  concession  first  made  in 
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1897  on  its  regular  industrial  policies  will  be  continued  through 
policy  or  a  term  policy,  at  the  option  of  the  insured,  for  an 
in  the  year  1905.  The  concession :  Additional  benefits  will  be  paid 
on  all  regular  industrial  policies  which  have  been  five  or  more 
years  in  force,  and  will  become  claims  by  death  during  1905. 
The  amounts  of  such  additional  benefits  may  be  found  from  the 
table  on  page  two  of  this  circular.  Now,  on  page  two  of  the 
circular  appears  the  following: 

■'If  a  person  insured  under  a  regular  industrial  policy  in  one 
of  the  years  given  below  dies  during  1905  the  company  will  pay 
not  only  the  amount  of  the  policy,  bvit  also  the  following  addi- 
tional benefits:  For  each  one  hundred  dollars  of  the  sum  in- 
sured by  the  policy  in  the  case  of  an  infantile  poHcy  (issued  at 
age  under  ten)  the  additional  benefit  will  be  paid  on  the  amount 
of  policy  at  the  age  of  death." 

Then  follows  a  table.  To  find  the  amount  payable  on  policy 
in  case  of  death  in  1905  of  the  person  insured,  multiply  the 
amount  insured  in  policy  by  100  plus  the  additional  benefit  oppo- 
site the  year  in  which  poHcy  was  issued,  as  above,  and  divide 
the  result  by  100.  Example:  To  find  amount  payable  on  policy 
of  $144  issued  in  1894  which  has  been  in  force  for  eleven  full 
years,  multiply  144  by  103  and  point  off  two  places  to  the  left, 
and  the  result  is  $148.22,  and  this  amount  will  be  paid  by  the 
company  in  case  of  the  death  of  the  insured. 

That  means,  Senator,  that  if  that  person  who  was  insured  in 
1894  for  $144  dies  in  1905  his  beneficiary  will  receive  $4.22  more 
than  the  face  of  the  policy?    A.  Yes,  sir. 

Q.  That  is  the  additional  benefit?    A.  That  is  it. 

Q.  After  eleven  years  of  payment  at  that  rate  and  for  $144 
the  insured  would  have  paid  about  how  much  for  insurance? 
A.  Take  the  age,  Mr.  Gore,  and  look  at  the  table — ^Mr.  Hughes 
has  the  table  of  rates  here. 

Q.  I  find  in  that  table  of  rates  that  the  insurance  table  is  $144 
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al;  age  twenty-seven  on  a  payment  of  ten  cents  a  week,  so 
the  payment  of  ten  cents  a  week,  $5.20  a  year  for  eleven  years, 
would  then  give  the  insured  $148.22?     A.  Yes. 

Q.  Now,  going  a  step  further,  we  find  that  after  fifteen  years 
certain  cash  dividends  are  allowed  by  the  policy,  as  follows :  At 
the  end  of  fifteen  years  from  the  date  hereof,  and  at  the  end  of 
each  fifth  year  thereof  this  policy  will  be  credited  with  a  dividend 
from  the  surplus  apportioned  by  the  company  to  policies  of  the 
same  class,,  payable  in  cash  to  the  insured,  unless  payment  shall 
be  made  as  provided  in  Article  2  under  the  head  "Provisions 
Below."     Now,  have  you  a  statement  of  the  dividends  paid  in 

1904,  what  amounts  are  apportioned  to  industrial  policies? 

THE  WITNESS:  Have  you  got  that  statement,  Mr.  Gore? 

Q.  I  am  referred  to  the  same  circular.  Exhibit  688  for  identi- 
fication, on  the  third  page,  for  the  cash  dividends  for  the  year 

1905.  These  are  cash  dividends  as  distinguished  from  cash  sur- 
render values;  this  page,  under  the  head  of  cash  dividends  for 
the  year  1905,  contains  a  table,  appended  to  which  is  the  follow- 
ing: "To  find  cash  dividends  on  a  ten-cent  policy,  multiply  the 
above  amount  by  2,  by  3  for  fifteen-cent  policy,  and  so  on.  For 
example,  on  a  policy  issued  in  1890,  at  age  thirty,  premium  ten 
cents,  the  company  will  pay  in  1905,  after  the  policy  has  reached 
its  fifteenth  anniversary,  a  cash  dividend  of  $6.60."  Can  you  tell 
me  approximately  what  proportion  of  your  industrial  policies 
reached  the  fifteenth,  anniversary  ? 

MR.  GORE:  Somewhere  around  eighteen  per  cent. 

THE  WITNESS:  Eighteen  per  cent. 

MR.  GORE:  Between  sixteen  and  a  half  and  eighteen  per 
cent. 
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Q.  Between  sixteen  and  a  half  and  eighteen  per  cent,  reached 
the  fifteenth  anniversary  and  became  entitled  to  be  credited  with 
dividends.  Does  this  statement  which  is  handed  me  of  dividends 
purport  to  set  forth  the  dividends  under  this  provision  allowed 
on  industrial  policies?    A.  The  first  column. 

Q.  That  does  not  include  any  other  amount,  but  simply  the 
cash  dividends  allowed  on  industrial  policies  under  the  privilege 
in  the  clause,  "After  fifteen  years  cash  dividends"? 

MR.  GORE :  No,  it  includes  also  additional  benefits. 

M'R.  HUGHES:  I  thovight  so.  How  are  we  to  segregate 
them  to  see  what  is  paid  actually  or  credited  in  the  way  of  cash 
dividends  on  policies  that  reach  their  fifteenth  anniversary? 
Have  we  any  statement  of  that?  Can  you  give  that?  A.  I  can 
get  it. 

Q.  Now,  this  provision  for  cash  dividends,  provides  that  at 
the  end  of  fifteen  years  from  the  date  of  the  policy,  and  at  the 
end  of  each  fifth  year  thereafter,  dividends  will  be  apportioned? 
A.  Yes,  sir. 

Q.  The  amounts  which  you  have  furnished  in  the  statement 
shown  me  gives  the  aggregate  dividends  allowed  on  industrial 
policies  in  1904,  which  include  the  additional  benefits  after  five 
years,  the  cash  dividends  after  fifteen  years,  and  also  the  cash 
dividends  on  policies  that  had  reached  their  twentieth  and  twenty- 
fifth  and  thirtieth  anniversaries,  does  it  not?  A.  Yes,  sir,  every 
five  years  after  fifteen  years. 

MR.  HUGHES :  I  will  read  that  upon  the  record. 

DIVIDENDS,  INDUSTRIAL. 

1900 $433,790 

1901  446,966 

1902 494,755 

1903  569.566 

1904 650,494 

1905  (estimated) 750,000 
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Q.  Now,  I  should  like  to  have  those  totals  divided. 

MR.  GORE:  I  will  get  those. 

MR.  HUGHES :  So  we  can  see  how  much  of  these  payments 
stand  for  the  five-year  benefits,  and  how  much  for  cash  dividends 
and  will  also  indicate  what  amount  of  policies  persist  for  fifteen 
years,  twenty  years,  twenty-five  years,  and  so  on. 

THE  WITNESS :  The  actuary  will  prepare  that  for  you,  Mr. 
Hughes. 

MR.  GORE :  I  can  give  that  to  you  now.     (Producing  paper.) 

Q.  I  am  furnished  by  the  actuary  of  your  company  with  a 
statement  of  lapses  which  shows  what  issues  of  industrial  policies 
were  in  force  on  September  30,  1905.  That  is  the  percentage  of 
the  issue  of  prior  years  then  in  force,  as  follows : 

32.22  per  cent,  of  the  issue  of  1900  in  force  September  30,  1905. 
18.92  per  cent,  of  the  issue  of  1895  in  force  at  the  same  date. 
13.05  per  cent,  of  the  issue  of  1890  in  force  at  the  same  date. 
19.66  per  cent,  of  the  issue  of  1885  in  force  at  the  same  date. 
6.01  per  cent,  of  the  issue  of  1880  in  force  at  the  same  date. 

THE  CHAIRMAN:  That  does  not  justify  the  actuary's  fig- 
ures that  sixteen  and  one-half  to  eighteen  per  cent,  persist  for 
fifteen  years,  because  there  it  is  only  thirteen  per  cent. 

Q.  The  Chairman  suggests  that  that  table  does  not  justify  your 
suggestion  that  sixteen  and  one-half  to  eighteen  per  cent,  persisted 
for  fifteen  years,  as  it  would  appear  that  only  13.05  per.  cent, 
insured  in  1890  were  in  force  in  1905. 
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MR.  GORE:  The  year  1890  was  a  very  peculiar  year  in  that 
respect.  You  will  notice  the  year  1895  still  has  19.66  per  cent, 
still  in  force.     The  average  would  be  fully  what  I  have  stated. 

MR.  HUGHES :  I  think  for  the  purposes  of  the  record  it 
might  be  well  if  the  actuary  were  sworn  so  he  could  interpolate 
his  answers  as  part  of  his  evidence. 

THE  CHAIRMAN :  Yes,  I  think  so. 

JOHN  K.  GORE  was  then  duly  sworn,  testified  as  follows: 

BY  MR.  HUGHES  :  . 

Q.  In  your  judgment,  Mr.  Gore,  sixteen  and  a  half  to  eighteen 
per  cent,  of  the  policies  issued  on  the  industrial  plan  would  be 
in  force  approximately  at  the  end  of  fifteen  years?    A.  Yes. 

Q.  And  the  table  which  you  have  just  furnished  me,  and  which 
I  have  read  upon  the  record,  showing  the  percentages  of  the  issue 
of  1880,  1885,  1890,  1895  and  1900,  inclusive,  was  made  up  by 
you  from  the  data  on  the  company's  record?    A.  Yes. 

Q.  And  is  believed  by  you  to  be  correct?    A.  It  is. 

Q.  Have  you,  Mr.  Gore,  any  policies  in  force  that  were  written 
in  187s  or  1876,  I  believe  your  company  was  organized? 

MR.  DRYDEN :  Practically  1876,  we  did  not  commence  to 
issue  policies  until  1876. 

A.  Policies  in  force? 

Q.  Yes.     A.  We  have  some. 

Q.  What  percentage?    A.  Probably  about  six. 

Q.  It  is  six  on  1880.     A.  They  would  be  very  close  together. 

JOHN  F.  DRYDEN  resumed : 
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BY  MR.  HUGHES : 

Q.  Now,  in  addition  to  these  additional  benefits  and  cash  divi- 
dends, which  are  totalized  in  the  statement  which  has  been  put 
upon  the  record,  your  industrial  policy  also  provides  for  a  cash 
surrender  value?     A.  Yes. 

Q.  But  no  cash  surrender  value  is  given  until  after  twenty 
years?    A.  That  is  correct. 

Q.  All  the  other  benefits  are  in  the  nature  of  reversionary  addi- 
tions?    A.  Yes,  sir. 

Q.  The  table  of  cash  surrender  values,  as  stated  in  the  policy 
itself,  and  as  I  understand  it,  the  cash  surrender  values  available 
at  the  end  of  twenty  years,  or  of  any  fifth  year  thereafter,  if  the 
policy  is  continued  in  force?     A.  That  is  correct. 

Q.  Now,  take  for  example  a  policy  issued  at  age  two,  and  con- 
tinued for  twenty  years,  then  there  would  be  on  the  surrender  of 
the  policy  and  release  of  your  company,  how  much  paid  in  cash? 
A.  Seventeen  dollars. 

Q.  That  is  on  the  basis  of  what  payment?  A.  I  do  not  know 
that  I  understand. 

Q.  That  is  in  case  the  insured  has  paid  how  much  a  week? 
A.  That  is  in  case  of  a  weekly  payment  of  ten  cents. 

Q.  And  if  the  weekly  premium  is  five  cents?  A.  It  would  be 
one-half  of  that  amount. 

Q.  It  would  be  one-half?    A.  Yes. 

Q.  Suppose  he  is  insured  at  the  age  of  twenty-one,  and  pays 
ten  cents  a  week  for  twenty  years,  what  will  be  the  cash  surrender 
value  of  the  policy  at  that  time?     A.  Thirty-three  dollars. 

Q.  And  if  he  is  insured  at  age  forty  and  carries  the  policy  pay- 
ing ten  cents  a  week  until  he  is  sixty  what  will  be  the  cash  sur- 
render value?     A.  Thirty-eight  dollars. 

Q.  Now,  take  the  age  two,  and  assume  the  policy  at  ten  cents 
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a  week  to  have  been  carried  for  twenty-five  years,  what  will  be 
the  cash  surrender  value?    A.  Twenty-six  dollars. 

Q.  The  assumption  on  the  policy  issued  at  age  twenty-one  ?  A. 
Forty-five  dollars. 

Q.  And  the  policy  issued  at  age  forty?    A.  Forty-nine  dollars. 

Q.  Why  is  it  on  receiving  the  same  amounts  of  money  from 
the  insured  you  have  the  variant  surrender  values?  A.  Because 
of.  the  greater  risk  in  carrying  the  insurance  upon  these  lives. 

MR.  GORE :  They  are  the  full  term  reserve. 

THE  WITNESS :  Yes,  that  is  the  explanation,  the  full  term 
reserve.  The  reserve  is  greater,  therefore  the  cash  surrender 
value  is  greater. 

Q.  If  a  policy  is  issued  at  age  sixty,  and  ten  cents  a  week  is 
paid,  the  amount  at  the  end  of  twenty  years  is  how  much?  A. 
Twenty-seven  dollars. 

Q.  And  that  is  less  than  the  amount  of  a  policy  issued  at  age 
twenty-one?    A.  Yes,  sir. 

Q.  How  do  you  account  for  that? 

MR.  GORE:  The  amount  of  the  policy  is  a  great  deal  less. 
A.  The  man  at  age  sixty  would  get  less  insurance. 

Q.  For  the  same  payment?    A.  For  the  same  payment. 

O.  So  that  the  maximum  surrender  value  corresponds  to  the 
maximum  insurance  and  the  maximum  reserve  for  the  same  pay- 
ment?   A.  Yes. 

Q.  In  other  words,  you  have  a  fixed  payment  of  so  much  a  week 
and  the  amount  of  insurance  a  man  gets  depends  upon  his  age 
and  expectation  of  life?    A.  Yes. 

Q.  And  the  amount  of  the  cash  surrender  value  varies  accord- 
ingly?   A.  Yes,  sir; 
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Q.  Now,  those  are  all  the  benefits  which  are  receivable  exclu- 
sive of  the  death  benefit  under  your  industrial  policy?  A.  Yes, 
sir. 

Q.  What  amount  did  you  pay  out  in  your  industrial  department 
for  cash  surrender  values  in  1904?  A.  Have  you  got  that  table 
right  there,  Mr.  Gore? 

MR.  GORE :  We  have  not  any  table  of  our  cash,  surrender  val- 
ues in  the  industrial  department. 

THE  CHAIRMAN:  When  you  finish  this  topic  we  will  take 
our  usual  adjournment. 

MR.  GORE :  We  can  furnish  that. 

THE  WITNESS :  The  actuary  will  furnish  you  that  informa- 
tion. 

MR.  HUGHES :  Permit  me  a  question  or  two  before  we  ad- 
journ. 

Q.  You  have  stated  here  the  gross  amount  of  your  premiums 
received.  Have  you  a  statement  showing  the  amounts  of  prem- 
iums you  get  from  your  industrial  business?  A.  Have  we  got 
that  statement  here,  Mr.  Gore? 

MR.  GORE:  No,  we  have  not  those  separated. 

MR.  HUGHES :  You  can  easily  make  the  separation. 

MR.  GORE :  It  is  about  twenty-six  and  a  half  million  dollars, 
but  we  can  find  that  for  you. 

Q.  About  twenty-six  and  a  half  million  dollars  received  in 
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premiums  on  the  industrial  business  last  year.  If  you  could  give 
me  the  data  for  the  Industrial  Department  separated,  showing 
the  premiums  received  and  the  death  claims  paid,  and  the  matured 
endowments,  if  any,  the  surrender  values  paid  and  the  dividends 
credited,  and  the  totals  to  policyholders  in  that  department  for  a 
period,  say,  of  five  years,  that  would  be  a  very  useful  table,  indeed, 
to  have. 

THE  WITNESS :  Can  you  have  that  to-morrow  morning, 
Mr.  Gore? 

MR.  GORE :  Some  time  during  the  day. 

Q.  I  want  to  ask  you  before  we  leave  this  subject  to-night, 
what  is  done  in  case  a  man  lapses,  to  revive  him?  Do  you  have 
a  medical  examination  ?    A.  No,  not  within  the  first  year  of  lapse. 

Q.  After  the  first  year  of  lapse,  do  you  have  a  medical  exami- 
nation?   A.  Yes,  sir. 

Q.  Does  he  have  to  pay  all  the  arrears?    A.  Yes,  sir. 

Q.  Why  would  it  not  be  better  for  him  to  take  out  a  new  p»olicy  ? 
A.  Because  the  policy  it  not  at  first  in  benefit,  in  full  benefit ;  if  he 
has  maintained  a  policy  for  one  year  it  becomes  in  full  benefit. 
Now,  if  he  lapses  that  and  takes  a  new  policy  he  has  got  to  go 
through  that  probationary  period  and  be  for  a  considerable  portion 
of  the  year  uninsured  or  insured  for  a  less  amount. 

Q.  When  you  speak  of  full  benefit,  you  mean  that  the  policy 
provides  that  if  the  insured  shall  die  within  six  calendar  months 
from  its  date  the  company  will  pay  only  one-quarter  of  the  sum  ? 
A.  Yes. 

Q.  And  if  the  insured  shall  die  after  six  months  and  within 
one  year  the  company  will  only  pay  one-half  of  the  sum?  A. 
Yes. 

Q.  And  after  one  year  it  will  pay  the  full  amount?     A.  Yes. 
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Q.  Then  that  also  means  that  having  a  longer  period  of  insur- 
ance to  aid  him  in  complying  with  the  conditions  upon  which  he 

becomes  entitled  to  these  privileges A.  Yes,  sir  y  and  also  that 

he  will  be  one  year  older  than  he  was  when  he  first  insured,  and 
consequently  the  sum  of  his  insurance  would  be  a  little  less. 

Q.  But  when  he  is  revived  and  pays  up  the  arrears  and  is  re- 
insured you  treat  that  as  new  business  on  your  books?  A.  Yes, 
sir ;  that  is,  it  appears  to  be  a  new  policy. 

Q.  Do  you  g'iye  your  agents  commission  on  it?  A.  The  agent's 
commission  is  based  upon  two  features;  first  upon  a  percentage 
upon  the  amount  of  money  that  he  collects,  which  is  called  the 
ordinary  salary,  and  second,  an  amount  based  upon  the  net  in- 
crease in  its  collectible  debit.  Now,  if  he  reinstates  an  old 
policy,  the  effect  upon  him  is  just  the  same  as  though  he  had  writ- 
ten a  new  policy,  so  far  as  that  amount  is  concerned. 

MR.  GORE:  Senator,  we  do  issue  policies,  you  know,  with  a 
policy  lien,  where  they  do  not  have  to  pay  up  the  arrears  of  pre- 
miums.    We  revive  those. 

THE  WITNESS :  Yes.  I  want,  if  you  please,  to  add  to  my 
statement,  that  we  do  revive  old  policies  and  take  a  lien  upon  the 
policy  without  any  cash  payment  by  the  policyholder.  The  policy- 
holders sometimes  are  unable  to  pay  the  arrears,  but  want  to  con- 
tinue the  insurance,  and  we  take  a  lien  without  requiring  any  cash 
payment. 

Q.  It  is  called  to  my  attention  that  not  only  are  your  rates  in  the 
Industrial  Department  higher  than  in  the  Ordinary  Department, 
but  in  our  comparison  we  took  the  total  amount  of  the  benefit  on 
the  industrial  policy  at  the  end  of  the  year,  but  as  a  matter  of  fact 
through  the  first  year  the  policy  is  only  good  for  a  quarter  of  that 
.amount  during  the  last  six  months-     A.  Yes. 
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Q.  So,  that  really  for  the  first  year's  insurance,  comparing  the 
industrial  policy  with  a  non-participating  ordinary  policy,  the  in- 
sured is  paying  during  the  first  six  months  eight  times  as  much  as 
he  would  be  paying  on  the  non-participating  policy,  and  during 
the  last  six  months  four  times  as  much.  A.  I  want  to  explain  to 
you  about  that  partial  benefit  during  the  first  year.  I  have  already 
explained  to  you  the  nature  of  our  medical  examinations,  that  the 
business  is  such,  and  the  initial  payments  are  such,  that  the  com- 
pany cannot  afford  to  have  a  thorough  medical  examination  as  we 
do  in  the  case  of  the  ordinary  life  insurance.  Now,  it  would  be 
in  the  first  place  too  much  of  a  risk  for  the  company  to  take  during 
the  early  months,  to  pay  these  policies  in  full  immediate  benefit,  and 
besides  it  would  cost  so  much  to  pay  for  the  medical  examinations, 
which  would  justify  the  company  in  taking  that  risk  so  early  in  the 
life  of  the  policy,  that  it  would  make  it  prohibitory.  Therefore, 
instead  of  adopting  the  course  that  some  lodges  or  mutual  benefit 
societies  have  adopted,  of  charging  an  initiation  fee,  we  get  the 
equivalent  by  obligating  ourselves  for  a  less  amount  of  risk  during 
the  early  months  of  the  policyholder. 

THE  CHAIRMAN :  The  Committee  tomorrow  will  probably 
meet  in  the  Aldermanic  iChamber  at  the  other  end  of  the  building 
as  usual.  An  adjournment  will  now  be  taken  until  10.30  o'clock 
tomorrow  morning  sharp. 

MR.  HUGHES :  Mr.  Chairman,  Mr.  Lindabury  desires  me  to 
have  corrected  an  answer  in  Senator  Dryden's  testimony. 

THE  CHAIRMAN  :  Very  well. 

BY  MR.  HUGHES: 

Q.  I  asked  you,  Senator,  what  the  agreement  was  that  you  en- 
tered into  with  the  Massachusetts  Department,  and  you  answered : 
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• 

"That  agreement  was  that  the  company  would  not  have  at  risk 
in  any  one  trust  company  or  bank,  either  by  the  ownership  of  the 
capital  stock,  or  deposited,  or  both,  more  than  fifty  per  cent,  of 
its  surplus.     Is  that  right,  Mr.  Ward  ?    Yes." 

Will  you  state  whether  that  answer  was  correct,  and  if  not  give 
me  a  correct  answer  to  the  question,  what  the  agreement  was  with 
the  Massachusetts  Department. 

MR.  LINDABURY:  That  is  correct,  copied  from  your  min- 
utes. 

(Handing  paper  to  witness.) 

THE;  WITNESS :  I  wish  to  amend  my  answer  by  saying  that 
we  also  included  any  amount  that  might  be  loaned  upon  collateral 
securities. 

MR.  LINDABURY :  Upon  the  collateral  of  those  stocks. 

THE  WITNESS:  Precisely,  upon  the  collateral  of  those  par- 
ticular stocks.  In  other  words,  that  we  should  not  have  more  than 
one-half  of  our  surplus  at  risk  at  any  one  time,  in  any  one  bank  or 
trust  company. 

MR.  WARD :  This  is  taken  from  the  agreement.  That  agree- 
ment was  that  the  company  would  not  have  at  risk  in  any  one 
trust  company,  bank  or  other  financial  institution,  either  by  the 
ownership  of  the  capital  stock,  or  deposited  by  loan  upon  the  stock 
of  such  trust  company,  bank  or  other  financial  institution,  or  all 
three,  or  more  than  fifty  per  cent,  of  the  net  surplus  as  determined 
by  the  said  Insurance  Commissioner. 
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BY  MR.  HUGHES: 

Q.  Has  that  contract  as  stated  in  your  amended  answer  been 
complied  with  ?    A.  Completely. 

(Adjourned  to  Wednesday,  December  13th,  1905,  10.30  A.  M.) 
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COUNCIL  CHAMBER, 
City  Hall,  New  York  City. 

December  13th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

JOHN  K.  GORE  resumed. 

BY  MR.  HUGHES : 

Q.  Mr.  Gore,  have  you  a  statement  showing  the  benefits  and 
dividends  credited  to  poHcyholders  in  the  Industrial  Department? 
A.   ( Producing  paper. )  Those  two. 

Q.  The  paper  you  offer  me  is  the  amount  of  additional  benefits, 
which,  after  five  years,  are  credited  to  the  policyholders  in  the  In- 
dustrial Department.  This  additional  benefit  is  the  amount  added 
to  the  insurance  in  case  of  death  after  five  years,  the  first  privilege 
mentioned  in  the  policy  ?    A.  It  is. 

MR.  HUGHES  :  I  offer  the  table  in  evidence. 

(Paper  marked  Exhibit  689.) 

Q.  Have  you  a  statement  of  the  amount  of  death  claims  paid  on 
industrial  policies  at  hand  ?    A.  I  will  have  a  better  one  in  a  few 
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minutes.     This  is  the  first  draft,  but  it  is  all  right  (handing  paper) 
Q.  The  statement  you  now  hand  me  is  limited  to  industrial  poli- 
cies?   A.  Yes. 

Q.  It  would  appear  that  in  1904  the  total  amount  paid  upon 
death  claims  was  $8,637,287.  Now  of  that  $8,637,287,  $93,760.34 
consisted  of  the  additional  benefits  payable  under  the  first  privi- 
lege ?    A.  That  is  right. 

Q.  You  have  also  produced  a  statement  of  the  cash  dividends 
credited  to  the  policies  in  the  Industrial  Department  ?    A.  I  have. 

Q.  What  is  meant  by  the  column  headed  fifteen-year  dividend 
in  this  statement?  A.  The  policy  provides  for  a  cash  dividend 
after  fifteen  years  and  a  cash  dividend  at  the  end  of  each  fifth  year 
thereafter.     The  first  column  represents  the  fifteen-year  dividend. 

Q.  The  second  column  headed  five-year  dividend  represents 
what?  A.  Dividends  paid  at  the  end  of  five-year  periods  there- 
after. 

Q.  The  total  amount  of  such  five-year  dividends  ?    A.  Yes. 
Q.  Paid  in  the  year  opposite  which  the  amount  appears?    A. 
Yes. 

MR.  HUGHES :  I  oflfer  that  table  in  evidence. 

(Paper  marked  Exhibit  No.  690,  and  read  by  Mr.  Hughes.) 

Q.  Now  this  statement  that  you  have  just  handed  me  shows  the 
premiums  received  on  industrial  policies  in  the  years  1900  to  1904, 
inclusive,  the  death  claims  paid,  the  surrender  values  paid,  the  divi- 
dends paid  or  credited  ?     A.  Paid. 

Q.  Paid,  with  the  policies?  A.  Those  include  the  additional 
benefits  as  well  as  the  cash  dividends ;  the  cash  dividends  are  paid 
on  the  policies  still  in  existence. 

Q.  Well,  they  are  credited,  are  they  not?    A.  Yes,  credited  to 
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the  policies  each  year  as  paid  out  during  the  year.  Those  are  paid 
in  cash. 

Q.  Those  dividends  that  you  refer  to  after  fifteen  years  and  at 
each  period  of  five  years  thereafter  are  payable  in  cash  if  the  pol- 
icyholder desires  to  take  them?    A.  Yes,  they  are  paid  in  cash. 

Q.  And  the  amounts  of  such  payments  are  included  in  the  total 
dividends  here  stated  ?    A.  Yes. 

Q.  And  then  in  the  final  column  you  have  the  total  payment  to 
policyholders?    A.  Yes. 

MR.  HUGHES :  I  offer  the  table  in  evidence. 
(Paper  marked  Exhibit  691.) 

MR.  HUGHES :  From  this  table  it  appears  that  in  the  year 
1900  the  amount  received  in  premiums  on  industrial  policies  was 
$17,507,655.55 ;  and  in  that  year  there  was  paid  in  all  to  policy- 
holders $6,313,344.71 ;  that  amount  being  distributed  as  follows: 
Death  claims,  $5,559,105.43 ;  surrender  values,  $320,449.65 ;  in 
dividends,  $433,789.64. 

In  the  last  year  on  the  statement,  1904,  it  appears  that  the 
premiums  received  on  industrial  policies  amounted  to  $26,- 
943,891.14,  and  that  the  total  paid  to  policyholders  was  $9,884,- 
461.09,  consisting  of  death  claims,  $8,637,287.00;  surrender  val- 
ues, $596,680.00 ;  dividends  to  poHcyholders,  $650,493.00. 

In  the  five  years,  1900  to  1904  inclusive,  the  total  amount  of 
premiums  received  is  $110,449,373.12;  the  total  amount  paid 
to  policy  holders  is  $39,240,948.52,  of  which  $34,598,637.97  was 
paid  upon  death  claims,  $2,046,739.01  for  surrender  values,  and 
$2,595,571.54  for  dividends  to  policyholders. 

Q.  There  is  also  a  statement  of  the  amount  included  in  sur- 
render values,  for  cash  surrender  value;  what  is  meant  by  that? 
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A.  The  total  item,  surrender  values,  includes  the  values  of  paid- 
up  policies  as  well  as  surrender  values  paid  in  cash. 

Q.  Well,  do  you  mean  that  you  include  in  the  total  payments 
to  policyholders  the  amount  of  the  value  of  paid-up  insurance 
upon  which  no  moneys  have  been  paid  ?  A.  Yes,  that  goes  right 
into  our  reserve. 

Q.  Yes,  but  you  have  got  a  great  deal  that  goes  into  your 
reserve  which  you  do  not  schedule  as  paid  to  policyholders.  A. 
Well,  that  is  the  requirement  of  all  the  State  Departments. 

Q.  Do  you  include  in  your  statement  of  outstanding  insurance 
your  paid-up  policies?    A.  Yes. 

Q.  And  you  have  your  reserve  against  those  as  you  do  against 
your  other  policies  ?    A.  Yes. 

Q.  But  when  you  are  making  up  a  statement  of  the  payments 
you  have  made  to  policy  holders  you  do  not  include  insurance 
policies  upon  which  in  fact  you  have  made  no  payment,  do  you  ? 
A.  We  follow  the  requirement  of  the  State  Departments  and  the 
amount  of  money  we  transfer  from  our  reserve  as  single  pre- 
miums for  insurance  goes  under  the  head  of  payments  to  policy- 
holders.   We  have  no  control  over  that  item. 

Q.  Then  of  the  $2,046,739.01  which  is  stated  here  as  surrender 
values  and  included  in  the  total  payments  to  policyholders,  how 
much  was  actually  paid  in  cash  during  the  years  1900  to  1904 
inclusive?    A.  A  little  more  than  $125,000 

Q.  Give  me  the  exact  amount  if  you  can  add  it  rapidly?  A. 
$145,947.74. 

Q.  And  the  residue  of  about  $1,900,000  included  under  the 
head  of  surrender  value  is  simply  in  the  shape  of  paid-up  insur- 
ance ?    A.  Yes. 

Q.  What  amount  of  the  $2,595,571.54,  the  total  of  dividends 
to  policyholders  and  included  in  the  total  payments  to  policy- 
holders consists  of  reversionary  additions  to  policies  and  not 
paid  in  cash?    A.  That  is  all  cash. 


4914 


Testimony  of  John  K.  Gore 

Q.  Included  in  death  claims  paid  you  apparently  have  certain 
annuities?    A.  Yes. 

Q.  What  are  those  annuities?  A.  They  are  in  the  form  of 
sick  benefits ;  the  company  for  one  or  two  years  of  its  existence 
at  the  outset  issued  a  few  sick  benefit  policies  upon  which  it  is 
still  paying  annuities. 

Q.  Well,  those  are  actual  cash  payments?  A.  Those  are 
actual  cash  payments. 

Q.  Included  in  the  claim  ?    A.  Yes. 

Q.  I  should  like  to  have  you  take  the  Blue  Book  and  tell  me 
with  approximate  accuracy  what  is  the  total  amount  that  has 
been  paid  to  your  company  in  premiums  by  policyholders  since 
its  organization — I  figure  it  about  two  hundred  and  eighty-seven 
millions  roughly.    A.    If  I  come  as  near  as  that 

Q.  Oh,  yes,  if  you  get  within  a  million  dollars  of  it  it  will  be 
satisfactory.    A.  What  is  it  you  make  it  ? 

Q.  I  figure  it  very  roughly  at  about  two  hundred  and  eighty- 
seven  million  dollars.  A.  About  two  hundred  and  eighty-seven 
million  dollars. 

Q.  Now  during  the  period  that  your  company  has  been  in 
business,  what  amount  is  the  aggregate  of  its  payments  to  policy- 
holders, including  death  claims,  endowments,  surrender  values 
and  dividends — all  payments  ?  A.  About  ninety-two  million  dol- 
lars. 

Q.  Now,  during  the  same  period,  what  has  the  company  re- 
ceived, approximately,  in  its  earnings  or  interest  upon  invest- 
ments or  income  apart  from  the  premiums  paid  by  policy- 
holders ?    A.  About  nineteen  and  a  half  miUion  dollars. 

Q.  And  what  has  been  the  total  of  its  expenses,  that  is,  its  dis- 
bursements exclusive  of  the  amount  paid  to  policyholders  dur- 
ing its  history?  A.  About  one  hundred  and  thirty  million  dol- 
lars. 
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Q.^And  what  were  the  assets  of  the  company  at  the  end  of 
1904?    A.  $80,511,955. 

Q.  And  against  those  assets  what  amount  represented  its  lia- 
bilities at  that  time,  including  its  reserve  to  meet  policies  in 
force?    A.  $75,187,108. 

Q.  These  approximate  amounts  you  have  given  to  show  the 
income  payments  by  the  company  here  from  the  period  of  the 
company's  organization  to  the  end  of  1904?    A.  Yes. 

Q.  What  amount  of  the  present  surplus  of  $13,324,847  do  you 
calculate  is  held  to  meet  dividends  upon  policies  in  force?  A. 
Well,  something  over  90  per  cent. 

Q.  Something  over  90  per  cent.?  A.  Yes — that  is,  I  should 
say  eleven  million ;  two  millions  of  that  was  capital  stock. 

Q.  Is  that  thirteen  million  dollars  the  entire  amount  of  your 
surplus  ?    A.  Including  the  capital  stock,  yes. 

Q.  What  is  meant  by  the  item  in  your  report  to  the  New  York 
Insurance  Department  under  date  of  December  31,  1904,  among 
your  liabilities,  "Special  reserve,  $3,711,122"?  A.  That  is 
divided  in  our  acounts  into  two  parts.  One  part  is  made  up  of 
$1,000,000  and  the  other  part  of  $2,711,122.  The  $1,000,000  was 
set  aside  at  different  periods  to  provide  for  what  seemed  to  us 
a  fund— to  provide  a  fund  for  what  seemed  to  us  should  be  the 
difference  perhaps  between  the  reserve  we  actually  hold  accord- 
ing to  the  requirements  of  the  State  Department,  and  especially 
of  our  own  State,  New  Jersey,  and  the  reserve  that  might  be 
necessary  if  we  were  compelled  to  value  upon  our  own  expe- 
rience basis.  At  that  time  it  was  thought  sufficient  to  cover  all 
the  difference.  The  other  item  of  $2,711,122  represents  really 
the  difference  between  our  liability  in  the  State  of  Massachusetts 
and  our  reserve  liability  in  the  State  of  New  Jersey  or  of  New 
York. 

Q.  What  is  the  occasion  for  that  difference  ?    A.  The  method 
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of  valuing  industrial  policies  is  diflEerent  in  Massachusetts  from 
the  method  in  the  State  of  New  York  or  in  New  Jersey. 

Q.  What  is  the  difference  between  the  two  methods  of  valua- 
tion of  industrial  policies  ?  A.  Well,  it  amounts  in  effect  to  our 
having  to  hold  a  reserve  on  our  industrial  policies  in  Massa- 
chusetts as  if  they  were  a  half  year  older  than  in  New  Jersey  or 
New  York. 

Q.  In  other  words,  you  take  the  age  as  of  the  time A.  In 

Massachusetts  we  take  the  age  at  issue. 

Q.  In  New  York?  A.  In  New  York  we  take  the  age  next 
birthday,  which  is  a  half  age  older. 

Q.  And  that  makes  the  valuation  in  Massachusetts  $2,700,000 
in  excess  of  the  valuation  in  New  York  and  New  Jersey?  A. 
No,  that  item  would  really  favor  Massachusetts  a  little  bit  be- 
cause they  allow  us  to  take  a  half  age  younger,  but  they  assume 
at  the  end  of  the  first  year  the  policy  is  a  half  a  year  old,  and  in 
the  State  of  New  York  we  start  at  the  end  of  a  half  year  to  value 
our  policies. 

Q.  And  the  net  result?  A.  The  net  result  is  the  main  item  of 
difference. 

Q.  Does  that  acount  for  the  whole  of  the  $2,700,000?  A.  Yes, 
because  through  the  history  of  these  policies  the  Massachusetts 
policies  are  assumed  to  have  been  half  a  year  longer  in  force. 

Q.  And  the  other  million  dollars  included  in  the  special  re- 
serve is  established  by  your  company  because  of  the  higher  rate 
of  mortality,  according  to  your  experience  of  that,  upon  which 
you  have  calculated  in  establishing  legal  reserve?    A.  Yes. 

Q.  Now,  the  fact  is  that  you  collect  enough  from  your  policy- 
holders to  pay  out  for  what  dividends  may  be  required  and  to 
meet  all  claims  and  increase  your  surplus?    A.  Yes. 

Q.  So  that  while  you  theoretically  say  that  90  per  cent,  of 
the  surplus  on  hand  awaits  apportionment  in  dividends,  as  mat- 
ter of  fact  you  are  constantly  collecting  enough  to  take  care  of 
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all  your  apportionment  of  dividends  and  of  all  your  claims  and 
leave  you  at  the  end  of  each  year  with  a  larger  surplus  than  you 
had  the  year  before?  A.  As  the  business  grows  that  is  nec- 
essary. If  we  should  stop  doing  business  you  understand,  of 
course,  this  fund  would  gradually  grow  out  again.  We  must  be 
ready  for  it. 

Q.  Take,  for  example,  your  situation  in  the  year — at  the  end 
of  the  year  1897  you,had  then  a  surplus  of  $5,240,119.  Between 
that  time  and  the  present  you  have  made  total  payments  to 
policyholders  of  about  sixty  miUion  dollars — between  1897  and 
1905?    A.  Yes. 

Q.  And  yet  at  the  end  of  1904  you  have  thirteen  million  sur- 
plus; so  that  during  this  period  while  you  have  been  paying  such 
large  amounts  to  your  policyholders  on  claims  and  in  dividends 
you  have  more  than  doubled  your  surplus  after  deducting  the 
special  reserve?    A.  Yes. 

Q.  The  result  is  that  you  are  receiving  in  dividends  amounts 
largely  in  excess  of  the  immediate  necessities  of  your  company, 
taking  into  consideration  the  annual  requirements  for  claims  and 
apportionment  of  dividends,  and  that  excess  is  represented  by 
your  growing  surplus  ?  A.  Yes,  but,  Mr.  Hughes,  may  I  make 
a  little  statement  here? 

Q.  Yes.  A.  Industrial  insurance  in  this  company  is  yet  less 
— is  no  more  than  thirty  years  old,  and  it  has  not  had,  of  course, 
the  vast  experience  of  what  is  called  ordinary  insurance.  It  is 
still  to  a  certain  extent  somewhat  of  an  experiment.  We  have 
years  of  issue  on  which  the  company  to-day  is  paying  in  death 
claims  as  much  as  it  is  receiving  in  premiums.  That,  of  course, 
is  to  be  expected,  but  is  provided  for  in  the  reserve;  but  it  was 
freely  predicted  when  industrial  insurance  was  started  that  it 
never  could  carry  itself.  It  is  yet  somewhat  of  an  experiment, 
and  the  Prudential  up  to  this  time  has  felt  that  it  is  feeling  its 
way  yet.    It  has  not  even  rounded  out  a  generation ;  and  it  was 
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felt  necessary  to  accumulate  this  fund  which  we  are  preparing 
to  give  out,  so  that,  as  I  have  said  already,  to  the  policyholders 
actually  on  our  books  to-day  we  expect  to  give  out  almost  all 
of  this  surplus. 

Q.  Well,  the  policyholders  on  your  books  last  year  will  fare 
proportionately  as  well  as  the  policyholders  on  your  books  this 
year?    A.  Yes. 

Q.  And  you  paid  out  last  year  in  dividends  $650,493?  A.  In- 
dustrial dividends. 

Q.  On  industrial  dividends.  That  represented  the  entire 
amount  that  your  industrial  policyholders  were,  according  to 
your  methods,  entitled  to  share  in  the  surplus  ?    A.  Yes. 

Q.  For  that  year?    A.  Yes. 

Q.  Now,  if  you  will  take  the  entire  amount  of  your  business, 
that  is  the  ordinary  department  and  the  intermediate  depart- 
ment, as  well  as  the  industrial  department,  the  entire  amount 
paid  in  dividends  last  year  was  about  $885,000?    A.  Yes. 

Q.  But  you  took  in  in  that  gross  amount  of  your  premiums 
some  forty-one  millions  of  dollars?    A.  Yes. 

Q.  And  your  total  disbursements  to  policyholders  were  some 
thirteen  million  dollars;  so  that  you  took  in  more  than  enough 
to  allow  for  what  would  be  distributable  according  to  your 
method,  and  enable  you  to  increase  your  surplus  over  three 
millions  of  dollars  in  One  year?  A.  Yes.  Mr.  Hughes,  may  I 
add  a  note  here? 

Q.  Certainly.  A.  In  reading  sometime  ago  onto  the  record 
of  premiums  and  expenses  and  claims  and  so  on,  it  seems  to 
me  there  should  be  read  into  the  record  at  the  same  time  the 
fact  that  during  five  years,  that  was  the  period  you  first  in- 
cluded, the  company  has  added,  I  think,  more  than  forty-one  mil- 
lions to  its  liabilities  in  the  form  of  policy  reserves,  that  is  put 
to  the  credit  of  policyholders.  I  think  that  should  go  in  where 
you  are  speaking  about  payments  to  policyholders. 
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Q.  I,  in  effect,  stated  that  because  I  stated  the  total  amount 
of  your  assets,  and  the  total  amount  of  your  surplus;  the  rest 
will  be  the  difference,  but  I  will  put  it  in  in  that  form;  I  will 
state  that  now  that  at  the  end  of  1904  the  assets  of  your  com- 
pany amounted  to  $88,511,950,  your  liabilities,  including  the  re- 
serve against  your  outstanding  insurance,  amounted  to  $75,- 
187,108,  and  the  surplus,  $13,324,847.  A.  You  have  read  that 
before,  but  in  connection  with  the  five-year  payment  you  did  not 
mention  the  fact  that  we  had  added  about  forty-one  million  dol- 
lars to  our  reserve. 

Q.  During  the  five  years?  A.  Yes.  That  was  not  read  in  at 
that  point. 

Q.  Now,  in  this  you  have  called  attention  to  the  last  five  years. 
I  wish  you  would  tell  me  what  amount  of  industrial  business,  in- 
dustrial insurance  has  been  written  as  new  insurance  in  the  years 
1900  to  1904,  inclusive,  approximately?  A.  Industrial  insur- 
ance? 

Q.  Yes.  A.  The  total  amount  issued  in  the  five  years  1900  to 
1904  inclusive,  was  $864,944,290. 

Q.  Now,  during  that  period  the  net  amount  of  your  outstand- 
ing insurance,  comparing  the  amount  outstanding  on  December 
31,  1899,  with  that  outstanding  on  December  31,  1904,  in  the 
Industrial  Department,  was  how  much?  A.  You  want  the  in- 
crease? 

Q.  Increase?    A.  $286,952,982. 

Q.  In  other  words,  during  the  last  five  years  you  have  put  on 
your  books  $864,000,000  of  industrial  insurance,  but  your  net 
income  has  been  only  $286,000,000?    A.  Yes. 

Q.  In  your  Ordinary  Department,  however,  you  have  during 
the  same  period  put  on  your  books  how  much?  A.  The  total 
amount  issued  by  the  Ordinary  Department  in  the  same  five 
years  was  $426,485,286. 

Q.  And  the  net  increase  of  insurance  comparing  December 


4920 


Testimony  of  John  K.  Gore 

31,  1899,  with  December  31,  1904,  is  how  much?  A.  $267,578,- 
540. 

Q.  So  you  wrote  nearly  twice  as  much  industrial  business  as 
ordinary  business  in  that  period.  Your  net  increase  in  the  in- 
dustrial business  was  only  a  trifle  more  than  your  net  increase  in 
your  ordinary  business?    A.  Yes,  sir. 

Q.  Which  would  indicate  that  the  industrial  business  was  only 
about  half  as  persistent  as  your  ordinary  business  ?  A.  Yes,  on 
the  total. 

Q.  Now,  taking  your  company  as  a  going  concern,  and  draw- 
ing an  inference  from  its  experience  from  1876  to  1904  inclus- 
ive, it  would  appear  that  the  policyholders  have  received  up  to 
date,  that  is  up  to  December  31st,  a  little  less  than  one-third  the 
amount  they  have  paid  in  ?    A.I  cannot  say  exactly  as  to  that. 

Q.  Well,  you  said  they  paid  in  in  all  about  $287,000,000  and 
there  had  been  paid  out  in  all  about  $92,000,000?  A.  Yes,  and 
they  have  to  their  credit  $75,000,000. 

Q.  We  are  looking  at  it  as  a  going  concern  because  if  you 
take  any  particular  period  of  this  28  years  and  take  the  receipts 
and  disbursements  to  policyholders  we  will  find  about  the  same 
ratio,  will  we  not?  A.  Not  if  it  is  worked  out  to  the  end,  I 
should  think  not. 

Q.  Well,  if  there  is  an  end;  but  you  take  the  man  who  is  com- 
ing into  your  company  now — what  he  will  put  in — I  do  not  mean 
a  single  man,  the  men — the  total  of  your  present  policyholders 
and  the  amount  which  they  will  contribute  and  the  amount  which 
will  ultimately  be  paid  to  them  at  one  time,  treated  as  a  class, 
will  be  in  the  neighborhood  of  about  one-third?  A.  No,  I  should 
think  it  would  be  much  more  than  one-third. 

Q.  You  do  not  think  then  that  it  is  fair  to  take  the  entire 
amount  that  has  been  received  by  your  company  during  the 
period  of  twenty-eight  years,  and  the  entire  amount  that  has 
been  paid  to  policyholders  during  that  same  period  of  twenty 
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years  in  order  to  draw  an  inference  as  to  what  proportion  of  the 
premium  receipts  has  ultimately  returned  to  policyholders?  A. 
Why,  no,  I  certainly  do  not. 

Q.  Will  you  explain  why  not?  A.  If  you  could  imagine  a 
company,  we  will  say  a  hundred  years  old,  which  had  completed 
a  great  many  thousands — millions  we  will  say — of  policies,  com- 
pleted the  entire  record,  and  assumed  that  the  company  had 
stopped  increasing,  as  all  companies  must  some  time,  if  you 
could  follow  that  during  an  even  period  or  of  a  certain  time,  you 
can  see — we  can  all  see  that  it  could  not  be  in  this  ratio,  be- 
cause the  older  policies  in  their  due  proportion  of  the  total  and 
they  would  be  receiving  more  in  claims  than  they  were  paid  in 
premiums. 

Q.  You  mean  those  that  existed  at  that  particular  time?  A. 
Yes. 

Q.  But  if  you  take  a  period  of  years  during  which  we  have 
a  number  of  policyholders  paying  money  to  the  company  and  try 
to  ascertain  how  much  of  that  money  comes  back  to  this  number 
of  policyholders  upon  an  average,  do  you  think  it  will  show 
while  the  company  is  a  growing  concern  more  than  one-third? 
A.  It  depends  on  how  rapidly  the  company  grows.  Of  course 
it  would  depend  upon  what  percentage  of  the  total  policyholders 
on  the  company's  books  were  old  policyholders,  and  what  per- 
centage were  new.  Of  course,  the  Prudential,  as  you  know, 
has  grown  very  rapidly. 

Q.  What  effect  would  that  rapid  growth  have?  A.  It  would 
tend  to  have  upon  the  company's  books  a  great  many  policy- 
holders who  had  not  reached  a  high  death  rate  yet,  and  who 
were  paying  in  naturally  as  policyholders  due  at  the  outset  of 
their  contract  much  more  than  comes  back  to  them. 

Q.  And  to  the  extent  that  the  business  of  a  certain  class  goes 
off  the  books  at  an  early  period,  the  policyholders  of  that  class 
get  a  less  return?    A.  Yes,  necessarily. 
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Q.  And  as  in  the  industrial  business,  a  very  large  percentage 
of  the  business  is  non-persisting.  The  industrial  policyholders 
get  a  smaller  return  on  the  average  than  the  holders  of  ordinary 
policies  who  persist  longer?    A.  Yes,  they  do. 

Q.  A  very  much  smaller  return,  do  they  not  ?    A.  Yes. 

Q.  If  you  were  to  take  any  of  the  large  companies  doing  an 
ordinary  insurance  business  and  were  to  take  a  period  of  years 
and  compare  the  amounts  paid  in  by  policyholders  in  premiums 
and  the  amount  during  the  same  period  received  by  the  policy- 
holders or  their  beneficiaries  in  the  payment  of  death  claims  and 
dividends,  you  would  find  that  the  policyholders  had  received  a 
very  much  larger  percentage  of  the  premium  income  than  in  the 
case  of  the  Prudential,  would  you  not?  A.  You  refer  to  ordi- 
nary? 

Q.  Yes,  ordinary  policyholders?    A.  Yes. 

Q.  Well,  why  is  that  so?  A.  You  have  named  one  reason,  it 
is  the  fact  that  our  industrial  policyholders  do  not  persist  and 
they  pay  a  short  time  before  the  death  rate  increases  and  be- 
fore they  reach  surrender  value.  Another  reason  is,  which  I 
think  has  been  explained,  the  expense  rate  is  necessarily  higher 
for  an  industrial  company  depending  upon  the  very  nature  of 
the  business. 

Q.  Now,  you  take  for  example  your  neighbor,  the  Mutual 
Benefit  of  New  Jersey,  and  you  take  a  period  of  some  thirty 
years,  say  from  1875  to  the  end  of  1904,  and  the  total  amount  of 
premium  income  during  that  period  appears  to  be  approxi- 
mately how  much?    A.  You  said  thirty  years? 

Q.  Yes.  A.  I  make  it  about  $196,000,000. 

Q.  One  hundred  and  ninety-six  millions.  And  during  that 
time  they  had  paid  to  th^ir  policyholders  in  claims  and  divi- 
dends and  other  ways  a  total  of  about  how  much  ?  A.  I  should 
think  somewhere  around  one  hundred  and  five  or  a  hundred 
and  six. 
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Q.  One  hundred  and  five  or  one  hundred  and  six  millions.  It 
is  suggested  to  me  that  that  is  the  case  of  a  very  old  company ; 
but  what  would  you  say  was  the  reason  for  the  fact  that  dur- 
ing thirty  years  they  get  in  one  hundred  and  ninety  millions 
dollars  and  pay  their  policyholders  one  hundred  and  five  mil- 
lion or  one  hundred  and  six  million  and  the  Prudential  in  the 
same  period  gets  in  two  hundred  and  eighty-seven  millions  and 
pays  its  policyholders  ninety-two  millions?  A.  Well,  two  very 
important  reasons  would  be  these.  First,  the  company  has 
grown,  as  compared  with  the  Prudential,  very  much  less;  for 
example,  its  total  premium  income  in  1904  was  considerably 
less  than  three  times  its  total  premium  income  at  the  begin- 
ning of  that  period,  1875 ;  whereas  the  Prudential's  has  gone 
up,  you  might  say,  an  infinite  number  of  times. 

Q.  Then  rapid  growth  does  not  benefit  the  policyholders? 
A.  Not  temporarily.  If  you  analyze  any  one  policy  account 
you  would  find  it  would  come  out  all  right. 

Q.  If  he  lives  long  enough?  A.  Yes.  You  must  see  that 
point,  Mr.  Hughes,  that  a  rapidly  growing  company  has  this 
great  mass  of  new  business  on  its  books. 

Q.  And  the  new  business  pays  more  proportionately?  A. 
To  the  company. 

Q.  To  the  company?    A.  Yes. 

Q.  Hence  the  more  new  business  there  is  on  the  books  the 
greater  proportion  of  policyholders  who  are  paying  more  than 
the  average  cost,  we  might  say?  A.  Yes,  but  that  does  not 
affect  the  fact  that  they  are  just  as  likely  to  come  out  better 
than  that  would  indicate,  if  you  allow  them  to  go  over  their 
proper  period  of  time. 

Q.  Unless  we  take  a  sufficiently  long  period?    A.  Yes. 

Q.  Twenty-five  or  thirty  years,  which  will  enable  us  to  find 
out  how  the  thing  will  work  out  on  the  average?    A.  Yes. 

Q.  And  that  was  my  intention.     Now,  lest  it  may  be  said 
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to  suggest  an  unfair  inference,  by  taking  an  old  company,  and 
a  long  established  company,  let  us  take  the  Mutual  Company 
of  New  York;  let  us  take  the  period  of  the  last  thirty  years? 
A.  About  eight  hundred  and  sixty  million  dollars. 

Q.  That  is  the  total  premium  income  for  what  period?  A. 
For  thirty  years. 

Q.  Thirty  years  last  past?    A.  Yes. 

Q.  Now  if  you  will  take  the  total  paid  the  policyholders,  paid 
by  the  Mutual  in  that  time,  including  claims  and  dividends? 
A.  Somewhere  around  five  hundred  and  sixty  millions. 

Q.  $560,000,000.  So  the  ratio  in  your  company  is  as  92  to 
287,  and  in  the  case  of  the  Mutual  Benefit  is  as  105  is  to  190 
and  in  the  case  of  the  Mutual  as  56  is  to  86.  A.  Now,  Mr. 
Hughes,  the  Mutual  Life  received  in  1904  less  than  four  times 
the  premiums  it  received  in  1875.     It  seems  to  me 

Q.  It  has  not  grown  fast  enough?  A.  That  has  not  grown 
as  fast  as  the  Prudential. 

Q.  Take  the  New  York  Life  and  see  whether  that  has  grown 
— or  has  any  company  grown  as  fast  as  yours?  A.  Well,  there 
is  no  company  that  started  just  at  the  same  time.  It  does  not 
seem  to  me  any  comparison,  if  you  are  going  to  bring  those 
figures  one  against  the  other,  is  fair. 

Q.  It  is  incomparable?    A.  Yes. 

Q.  Well  there  is  enough  elicited  to  make  the  point  I  have 
in  mind,  and  it  is  this.  You  have  grown  so  rapidly  that  there 
is  a  great  amount  of  new  business  on  your  books?    A.  Yes. 

Q.  Now  that  rapid  growth  is  largely  in  your  industrial  de- 
partment?   A.  Both  departments. 

Q.  Well,  it  is  more  conspicuous  in  the  industrial  department, 
is  it  not?  A.  The  industrial  department  is  ten  years  older, 
and  the  ordinary  department  is  about  ten  years  old.  Of  course 
it  has  grown  very  rapidly  too,  both  departments  have. 

Q.  You  have  in  the  last  five  years  put  something  like  $864,- 
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000,000  of  new  business  on  your  industrial  department  books? 
A.  Yes. 

Q.  And  that  would  seem  to  be  a  growth  rapid  enough  to 
suit  anyone ;  and  putting  that  amount  of  new  business  on  your 
industrial  books  you  have  had  during  that  period  a  great  army 
of  policyholders  who  were  paying  at  rates,  compared  with  the 
amount  of  insurance  benefits,  that  were  heavier  than  those 
that  would  be  paid  by  older  policyholders?    A.  Yes. 

Q.  And  that  business  has  not  persisted,  it  has  gone  off  the 
books  very  rapidly?     A.  Yes,  sir. 

Q.  So  that  you  have  been  consequently  in  receipt  of  a  much 
larger  amount  from  your  policyholders  proportionately  by  rea- 
son of  your  industrial  business  than  an  old  line  company  in 
the  ordinary  business  would  receive  from  its  policyholders? 
A.  Yes. 

Q.  And  you  have  received  proportionately  from  your  indus- 
trial policyholders  a  larger  amount  than  an  old  line  company 
in  its  ordinary  business  would  receive  as  compared  with  the 
amount  distributed  annually  to  policyholders?     A.  Yes. 

Q.  So  that  we  have,  as  I  understand  you,  two  explanations; 
first,  the  rapidity  of  the  growth  and  the  great  amount  of  new 
business  on  your  books;  and  secondly,  the  fact  that  so  much 
of  it  lapses.     A.  Yes. 

Q.  That  is  the  policyholders  do  not  stay  in  long  enough  to 
get  the  advantage  of  continued  connection  with  the  company 
and  of  the  enlarged  benefit?    A.  Yes,  that  is  one  factor. 

Q.  Now,  something  was  said  yesterday  by  Senator  Dryden 
as  to  the  great  loss  to  the  company  that  accrued  thirough  the 
lapsing  of  policies.  Of  course,  it  would  be  a  great  deal  better 
for  your  company  if  these  policyholders  would  continue  to 
make  their  payments  would  it  not?     A.  Yes. 

Q.  If  they  did  continue  to  make  their  payments  you  would 
reduce  their  premiums?    A.  Yes. 
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Q.  If  they  did  continue  to  make  the  payments  at  the  pres- 
ent scale  of  charge  and  they  persisted,  you  would  have  more 
money  than  you  could  possibly  handle?  A.  We  would  have 
much  heavier  assets. 

Q.  Soi  that  it  is  obviously  a  loss  to  the  company  when  men 
do  not  continue  to  pay  premiums  which  have  been  based  upon 
an  expectation  which  is  not  substantially  exceeded  by  the  com- 
pany?    A.  Yes. 

Q.  It  gets  less  money?     A.  Yes. 

Q.  But  looking  at  the  position  now  of  the  policyholder  who 
lapses,  he,  of  course,  is  in  a  position  where  he  has  lost  all  that 
he  has  put  in,  is  he  not,  if  he  lapses  during  the  first  three  years 
in  the  industrial  line?     A.  Well,  he  has  had  protection. 

Q.  Yes,  he  has  had  protection ;  but  of  course,  each  individual 
can  say  I  pay  so  much  to  be  protected  for  three  years,  as  I  will 
pay  so  much  to  have  my  house  insured  for  a  certain  time,  and 
if  his  house  does  not  burn  down  he  has  had  the  protection  and 
to  a  certain  extent  the  equivalent  of  his  money ;  but  when  you 
look  at  the  matter  as  a  going  thing  with  a  certain  maintained 
average  of  people  who  go  in  expecting  to  receive  benefits,  or 
to  continue  so  they  will  ultimately  get  benefits,  and  that  a  cer- 
tain number  do  not  persist,  you  come  to  the  conclusion  that 
there  is  a  very  large  waste  from  the  policyholders'  standpoint, 
do  you  not?     A.  Yes. 

Q.  And  that  is  illustrated  by  the  fact,  as  I  understood  the 
testimony  yesterday,  about  two-thirds  of  your  industrial  policy- 
holders in  fact  get  no  money  back  because  they  lapse  before 
they  are  entitled  to  anything?  A.  Two-thirds  of  those  who 
enter? 

Q.  Yes.     A.  Yes. 

Q.  Now,  what  is  the  number  of  your  industrial  policyhold- 
ers? A.  Our  total  number  of  industrial  policyholders  at  the 
end  of  1904  was  5,642,335. 
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Q.  That  is  the  number  of  outstanding  policies  in  the  Indus- 
trial Department?    A.  Yes. 

Q.  And  would  it  be  fair  to  assume  that  it  is  one  policy,  one 
person?    A.  No,  about  thirteen  policies  to  ten  persons. 

Q.  Thirteen  to  ten;  so  you  make  the  total  persons  carrying 
industrial  insurance  in  your  company  about  how  much?  A. 
Nearly  eighty  per  cent,  of  that  number,  somewhere  around  4,- 
500,000. 

MR.  COX:  5,100,000. 

Q.  Mr.  Cox  says  5,100,000.  Do  you  want  to  figure  it  up? 
A.  Well,  it  does  not  make  any  difference  to  me,  I  estimated 
that  number. 

Q.  Between  four  and  one-half  and  five  millions  of  individual 
industrial  policyholders?    A.  Yes. 

Q.  And  it  is  pretty  certain  from  the  law  of  averages,  that 
two-thirds  or  something  over  three  millions  of  those  people 
will  never  get  any  money  from  the  Prudential?  A.  Oh,  no; 
those  are  policies  in  force.     It  is  two-thirds  of  the  issue. 

Q.  Yes,  but  those  policies  in  force  include  how  many  that 
were  issued  in  1904?  You  are  quite  right  in  that,  because  you 
have  taken  out  those  that  have  lapsed  the  first  year  of  issue? 
A.  Yes. 

Q.  And  of  those  in  force  there  will  be  a  much  larger  per- 
centage which  will  persist,  those  that  are  in  force  at  the  end 
of  the  year.     That  is  quite  evident.     A.  Yes. 

Q.  Taking  those  that  were  added  during  the  year  1904,  you 
have  a  number  of  policies  issued  in  that  year  of  about  1,547,- 
000?    A.  Industrial? 

Q.  Yes.    A.  Yes. 

Q.  Something  like  1,300,000  of  persons  insured  in  the  indus- 
trial line  in  that  year.     And  of  course,  to  get  the  number  of 
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persons  as  to  whom  we  could  take  the  proportion  of  two-thirds, 
we  would  have  to  include  all  those  who  took  policies  in  the 
Industrial  Department  in  1904?    A.  Yes. 

Q.  Can  you  tell  me  what  proportion  of  the  twenty-six  mil- 
lion and  upward  of  premiums  paid  in  1904,  was  paid  in  by  pol- 
icyholders in  the  Industrial  Department  who  had  received  in- 
surance in  that  year?    A.  In  that  calendar  year? 

Q.  Yes.  A.  I  have  not  that  item  here.  I  have  not  that 
item  with  me,  Mr.  Hughes. 

SENATOR  DRYDEN:  Mr.  Johnson  says  they  are  about 
1,250,000. 

THE  WITNESS :  I  think  he  misunderstood  the  question. 

SENATOR  DRYDEN :  Will  you  repeat  the  question,  Mr. 
Hughes? 

Q.  (Read  by  Stenographer.) 

MR.  FISKE :  Do  you  mean  who  took  out  the  policies  that 
year? 

MR.  HUGHES:  Yes. 

Q.  In  other  words,  I  would  like  to  know  what  amount  of 
money  was  paid  in  on  industrial  insurance  written  in  1904, 
first,  with  the  object,  of  course,  of  ascertaining  later  what 
amount  of  money  was  paid  in  by  those  who  did  not  carry  their 
insurance,  and  whose  policies  lapsed  in  the  same  year  in  which 
it  was  taken.  A.  Well,  it  was  probably — I  cannot — it  is  only 
a  guess;  I  have  not  the  figures — I  should  think  somewhere 
about  four  million  dollars. 
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Q.  That  would  be  the  amount  that  you  think  could  fairly 
be  said  to  have  been  paid  in  on  the  new  insurance  written  in 
the  Industrial  Department,  written  in  1904?  A.  Paid  in  dur- 
ing that  year. 

Q.  And  about  on  the  calendar  year  basis,  about  thirty-seven 
per  cent,  of  the  policies  issued  in  that  year  would  lapse  before 
the  end  of  the  year? 

MR.  LINDABURY :  Mr.  Johnson  says  that  cannot  possibly 
be  right. 

THE  WITNESS:  I  can  get  that  figure  for  you  perhaps  later 
in  the  day,  but  I  have  not  it  with  me. 

Q.  What  is  the  average  amount  paid  by  the  industrial  policy- 
holder, what  do  they  average?  A.  The  average  premium  pei- 
week? 

Q.  Yes.    A.    About  ten  cents. 

Q.  About  ten  cents  is  the  average?    A.  Yes,  sir 

Q.  If  you  take  the  amount  of  policies  issued  in  1904  and  have 
the  average  premium  paid,  multiply  the  one  by  the  other,  would 
you  not  get  practically  an  average  of  the  amount  paid  on  the 
new  business  in  that  year?  A.  No.  Those  who  come  in  and  go 
out  pay  about  six  weeks'  premium.  Those  who  come  in  and 
stay  until  the  end  of  the  year  pay  about  twenty-three  weeks  of 
premium. 

MR.  LINDABURY:  Tlie  assistant  actuary  says  it  is  about 
$2,300,000. 

Q.  $2,300,000?    A.  Well,  he  is  familiar  with  those  figures. 
Q.  Well,  put  that  down.    $2,300,000,  that  is  the  amount  esti- 
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mated  to  have  been  received  in  1904  on  industrial  policies  issued 
in  that  year?    A.  Yes. 

Q.  And  about  twenty-seven  per  cent,  of  those  policies  lapsed 
in  1904.    A.  Yes. 

Q.  Will  you  tell  me  what  amount  is  received  within  three 
policy  years  from  the  policyholders  in  the  industrial  department 
whose  policies  lapse  during  that  period?  A.  I  have  not  those 
figures. 

Q.' Those  can  be  stated,  I  suppose?  A.  Yes,  we  could  get 
that  quite  closely. 

Q.  Senator  Dryden  remarked  yesterday  in  connection  with 
the  plan  for  transferring  the  control  of  the  Prudential  that  the 
question  of  further  stock  dividends  might  be  raised.  Is  it  the 
fact  that  the  profits  of  your  company  were  so  great  that  the  mat- 
ter of  additional  dividends  was  imminent.  A.  I  know  nothing 
about  that.    You  know  the 

Q.  But  knowing  the  amount  of  money  received  by  your  com- 
pany, were  you  aware  that  it  was  possible  for  the  company  to  in- 
crease the  benefits  to  the  policyholders?  A.  It  might  be  possi- 
ble to  increase  them.  I  doubt  whether  I  would  say  it  would  be 
safe  to  increase  them. 

Q.  And  why  would  you  doubt  the  wisdom  of  such  a  step  ?  A. 
As  I  said  before,  the  business  is  really  young  yet,  and  up  to  the 
present  time  we  have  not  felt  we  could  increase  our  benefits  to 
any  higher  point  than  they  are  at  the  present  time. 

Q.  Take,  for  example,  the  John  Hancock,  is  that  an  older 
company  than  yours?    A.  Yes. 

Q.  How  much  older?    A.  I  do  not  know  exactly. 

MR.  LINDABURY:  It  is  not  in  the  industrial  department? 

THE  WITNESS :  It  is  not  in  the  industrial  business,  but  it  is 
an  older  company,  however. 
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Q.  It  was  incorporated  in  1862,  it  appears,  and  it  took  up  the 
industrial  business  at  about  the  same  time A.  1879, 1  think. 

Q.  Or  a  little  later  than  the  Prudential.  It  appears  from  the 
Blue  Book  that  your  company  in  surrender  and  lapsed  values 
allowed  in  1904  33.64  of  the  reserves  and  dividends  released  to 
surrender  and  lapse,  while  the  John  Hancock  allowed  a  percent- 
age of  83.83  per  cent.  What  explanation  will  you  make  of  that? 
A.  Mr.  Hughes,  I  cannot  make  any  positive  explanation.  I 
have  an  opinion  about  it. 

Q.  Well,  state  that?  A.  In  my  opinion  it  is  blameable  entire- 
ly on  the  gain  and  loss  exhibit. 

Q.  In  what  respect  does  the  gain  and  loss  exhibit  make  an  in- 
accurate showing?  A.  The  gain  and  loss  exhibit  includes  cer- 
tain items  that  are  positive  and  known.  All  of  those  items  could 
be  found,  I  think,  from  a  company's  annual  statement,  most  of 
them.  It  also  includes  a  number  of  items  that  necessarily  must 
be  estimated.    One  of  the  items  represents  gain  in  mortality 

Q.  We  are  talking  entirely  about  this  matter  of  reserves  and 
surrenders?  A.  It  seems  to  me  that  that  item  must  have  been 
forced  on  the  John  Hancock  statement,  because  every  company 
has  to  force  at  least  one  of  its  items  in  order  to  make  that  gain 
and  loss  exhibit  come  out  right. 

Q.  What  item  do  you  force?    A.  We  force  our  loading. 

Q.  Why  do  you  have  to  force  an  item  to  make  it  come  out 
right  ?  A.  Well,  we  know  of  no  possible  way  to  calculate  the  loading 
on  a  premium  actually  received  by  our  company.  When  you 
think  that  we  have  over  six  millions  of  policies  in  force,  coming 
into  the  company  at  all  times  of  the  year,  and  going  out  at  all 
times  of  the  year,  and  in  the  industrial  the  amounts  are  made 
to  the  even  dollar,  so  that  the  loading  very  slightly 

Q.  You  were  interrupted.  Go  on.  A.  From  that  fact,  that 
we  have  so  many  millions  of  policies  with  the  loadings  varying 
on  each  amount,  and  especially  on  the  industrial  at  each  age, 
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because  we  give  amounts  for  even  dollars — it  is  evident  that 
without  increasing  our  office  force  two  or  three  hundred  fold  we 
cannot  do  anything  more  than  to  approximate  the  loading  each 
year  on  our  policies. 

Q.  Do  you  know  your  gain  on  mortality?  A.  We  know  it 
probably  within  a  fraction  of  a  per  cent.;  we  know  that  quite 
closely. 

Q.  Do  you  know  your  gain  in  surrender  and  lapse  values? 
A.  We  know  the  gain  that  is  required  according  to  that  gain  and 
loss  exhibit.    We  do  not  feel  that  we  gain  that  much  money. 

Q.  Do  you  know  actually  the  gain  that  is  required  to  be  stat- 
ed by  a  comparison  of  released  reserves  with  amounts  paid  ?  A. 
We  worked  that  out  quite  closely. 

Q.  You  get  that  quite  closely?    A.  Yes. 

Q.  Do  you  know  your  investment  gains?    A.  Quite  closely. 

Q.  And  you  know  the  total  amount  of  your  gain  at  the  end 
of  the  year  according  to  the  balance  sheet?    A.  Yes. 

Q.  And  if  there  is  only  one  item  missing,  and  that  is  the  load- 
ing, a  deduction  of  the  total  of  the  other  items  from  the  total  of 
your  gain  must  give  that  with  absolute  precision?  A.  Well,  may 
I  speak  a  little  further  on  that  point? 

Q.  Certainly.  A.  One  of  the  questions  to  which  we  were 
asked  to  give  an  answer  was  the  amount  of  forfeited  reserves 
in  1904  within  the  first  three  years  of  insurance.  In  the  Pru- 
dential that  amount  was  $2,000,000 — $2,011,684.  Of  that  amount 
$641,523  was  in  the  industrial  department,  and  $1,370,161  in  the 
ordinary.  In  the  ordinary,  of  that  $1,370,000  about  $1,060,000 
came  from  policies  in  their  second  calendar  year  of  insurance. 
Of  those  policies  60  per  cent.,  a  little  more  than  60  per  cent., 
lapsed  during  the  first  three  months,  January,  February  and 
March  of  the  calendar  years.  Now,  those  policyholders  had 
paid,  the  great  majority  of  them  had  paid  but  one  quarterly 
premium,  and  yet  the  company  must  put  up  the  full  mean  re- 
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serve  for  the  year.  Now,  the  gain  and  loss  exhibit,  as  we  inter- 
pret it,  requires  us  to  put  down  the  amount  of  reserve  released, 
and  so  that  is  accurate,  we  have  that  reserve  put  up.  Of  course, 
in  our  statement  we  have  a  credit  for  the  first  premiums,  which 
would  account  for  part  of  that,  but  there  is  no  such  arrangement 
in  the  gain  and  loss  exhibit ;  it  is  the  amount  of  reserves  released, 
and  according  to  our  idea  we  estimate  about  half  of  that  amount 
is  fictitious. 

Q.  Do  you  keep  in  your  own  records,  or  do  you  make  up  for 
your  own  purposes  a  gain  and  loss  exhibit  which  does  show  how 
you  are  coming  out  annually.     A.  We  analyze  our  business. 

Q.  You  analyze  your  business?    A.  Yes, 

Q.  Now,  what  different  items  do  you  take  in  making  up  an 
accurate  gain  and  loss  exhibit  for  analysis  of  your  company's 
transactions,  for  a  year?  A.  Well,  our  ordinary  method  is  to 
place  on  one  side  our  premiums  received,  which  we  divide  ac- 
cording to  our  estimates  and  calculations  into  years  of  issue; 
also  the  interest  on  the  reserve  is  in  the  credit.  In  the  other  col- 
umn we  have  our  claims  surrender  values,  dividends  to  policy- 
holders, increase  of  reserve  and  expenses  as  our  charges.  Those 
are  divided  into  the  years  of  issue,  as  our  figures  show.  Some  of 
those  are  partly  estimated,  but  after  years  of  long  practice  we 
feel  we  get  them  very  closely. 

Q.  As  I  understand  you,  this  statement  shows  the  results  of 
policies  of  each  year  of  issue  ?  A.  Yes,  we  try  to  work  out  the 
separate  years.  Of  course,  it  is  not  absolutely  accurate,  but  it 
is  very  close. 

Q.  Does  any  department  require  that  information  of  you? 
A.  No. 

Q.  That  is  the  information  you  need  to  know  where  you 
stand?    A.  Yes. 

Q.  As  a  matter  of  fact,  does  not  the  John  Hancock  pay  larger 
surrender  values  than  the  Prudential?    A.  I  am  not  aware  of 
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the  fact  that  it  pays  larger.  It  may  pay  slightly  larger,  not 
enough  larger  to  make  that  tremendous  difference,  I  will  say 
that. 

Q.  Is  it  not  under  the  law  of  Massachusetts  compelled  to  give 
larger  surrender  values  on  industrial  policies  than  you  give  ?  A. 
It  gives  larger  surrender  values  under  that  law,  as  I  remember 
it,  on  endowment,  but  I  did  not  know  that  they  were  considerably 
larger  on  the  others.    I  cannot  tell  you  that  absolutely. 

Q.  What  is  the  average  benefit  of  an  industrial  insurance 
policyholder  in  your  company,  that  is,  what  is  the  average 
amount  of  insurance  per  policy?    A.  About  $120.  _ 

Q.  What  proportion  of  your  industrial  business  is  on  the  adult 
table  ?    A.  About  two-thirds  of  our  policies. 

Q.  And  is  about  one-third  of  your  policies  on  the  infantile 
table?    A.  Yes. 

Q.  Under  the  infantile  table  of  rates  the  premium  is  limited 
to  ten  cents  ?    A.  Yes. 

Q.  What  is  the  rate'  of  lapse  in  child  insurance  as  compared 
with  the  adult  table  ?    A.  There  is  very  little  difference. 

Q.  The  adult  table  begins  with  age  ten?    A.  Yes. 

Q.  Taking  adult  ages,  whether  the  insurance  is  on  the  adult 
table  or  the  infantile  table,  how  does  the  rate  of  lapse  compare 
with  those  for  minors  ?     A.  Why,  it  is  about  the  same. 

Q.  There  is  not  any  striking  difference  then  in  the  amount  of 
lapse  in  the  case  of  insurance  on  those  under  twenty-one.  A. 
No. 

Q.  Have  you  recently  increased  the  amount  payable  by  your 
company  in  surrender  values  ?    A.  Somewhat. 

Q.  Could  you  not  properly  pay  to  policy  holders  who  lapse 
within — or  say  after — five  years,  some  surrender  value  in  cash? 
A.  It  would  not  seem  to  us  that  it  would  be  properly  paid,  Mr. 
Hughes. 

Q.  Why  not?    A.  Because  we  believe  that  to  work  out  the 
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object  of  insurance  business  we  should  give  paid-up  insurance, 
because  there  are  temporary  reasons  which  arise  which  would 
often  make  the  industrial  policyholder  surrender  for  a  very 
small  amount  of  cash — even  if  it  would  be  a  very  large  per- 
centage of  their  reserve  it  is  a  small  amount  of  cash.  The  whole 
insurance — it  has  always  seemed  to  be  better  for  the  welfare 
of  the  policyholders  that  we  should  not  give  surrender  values 
until  they  had  the  need  for  insurance  which  had  perhaps  passed 
away. 

Q.  But  that  amount  of  insurance  which  persists  for  five  years 
-is  fairly  persistent  after  that  time.  Would  not  the  motive  to  sur- 
render for  surrender  value  be  lost  practically  after  the  policy  had 
lasted  for  five  years?  A.  It  does  not  seem  to  us  that  it  would  if 
it  was  an  actual  cash  value.    That  is  a  matter  of  judgment. 

Q.  Giving  a  cash  surrender  value  after  a  policy  has  been  in 
force  for  twenty  years  means  a  very  small  amount,  considering 
the  amount  of  your  insurance?    A.  Yes. 

Q.  Last  year,  for  example,  $75,000,  the  entire  amount  paid  in 
cash  surrender  values.  A.  Of  course  we  have  very  few  policies 
on  our  books  that  were  twenty  years  or  more  old.  We  issued 
twenty  years  ago  very  few  policies  as  compared  with  now. 

Q.  You  think  they  will  increase  as  you  go  on  ?  A.  Well,  you 
can  see  how  it  has  increased  the  last  year. 

Q.  What  have  you  done  in  the  Prudential  within  the  last  five 
years,  during  which  time  your  surplus — ^well,  we  will  say  in  the 
last  four  years — during  which  time  your  surplus  has  practically 
doubled,  to  liberalize  rates  to  industrial  policyholders  or  the 
benefits  received,  rather,  for  in  that  case  your  rates  are  fixed  so 
much  a  week ;  but  what  have  you  done  to  increase  the  benefits  to 
policyholders  since  the  beginning  of  1901  ?  A.  We  have  not 
made  any  change  in  our  industrial  policies  in  that  time  except, 
perhaps,  in  the  way  of  surrender  values.    We  have  made  a  prac- 
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tice  of  giving  higher  surrender  values  in  the  form  of  paid-up  in- 
surance than  we  did  before  that  time. 

Q.  Have  you  made  any  enlargement  of  benefits  in  the  ordi- 
nary department  ?    A.  Within  the  last  four  years  ? 

Q.  Yes.  A.  No,  I  think  not.  Mr.  Hughes,  may  I  add  to  my 
last  answer? 

Q.  Yes.  A.  I  refer  now  to  the  industrial.  We  have  made  one 
change  in  our  paid-up  policies  during  the  last  four  years.  Any 
policyholder  who  has  been  with  us  ten  years  or  more  and  reaches 
age  80,  by  an  annual  vote  of  the  Board  of  Directors  receives  a 
paid-up  policy.  Of  course  the  policy  was  a  whole  life  policy,  but 
that  is  one  addition  I  wish  to  add  there,  that  we  now  make  them 
paid-up  policies  at  age  80. 

Q.  How  long  has  that  been  in  operation?  A.  I  think  two  or 
three  years. 

Q.  The  point  is  that  your  paid-up  policy  in  the  industrial  in- 
surance is  now  in  effect  a  term  policy  ?  A.  No,  it  is  a  whole  life 
policy. 

Q.  What  happens  if  he  reaches  age  80?  A.  At  the  present 
time  his  premium  stops,  although  the  contract  would  call  for 
premiums  until  death. 

Q.  I  am  talking  of  the  paid-up  policy.  There  are  no  premiums 
on  the  paid-up  policy  ?  A.  We  give  the  insured  a  paid-up  policy 
at  age  80. 

Q.  Then  any  policyholder  who  for  ten  years  has  been  paying 
premiums  and  who  arrives  at  age  80  can  have  a  paid-up  policy  ? 
A.  For  the  whole  face  amount  of  his  policy. 

Q.  For  the  face  amount  of  his  policy?    A.  Yes. 

Q.  Now  just  translate  that  into  figures.  Suppose  a  person  is 
insured  at  age  70;  he  pays  ten  cents  a  week?    A.  Yes. 

Q.  Or  $5.20  a  year?    A.  Yes. 

Q.  And  he  keeps  that  insurance  for  ten  years  ?    A.  Yes. 

Q.  Thus  paying  $52.00?    A.  Yes. 
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Q.  Then  you  will  give  him  a  paid-up  policy  for  how  much? 
A.  $26. 

Q.  Well,  suppose  he  insured  at  age  60,  at  ten  cents  a  week ;  he 
has  got  to  carry  that  for  twenty  years  before  he  gets  that  paid-up 
policy?    A.  Yes. 

Q.  And  carrying  it  for  twenty  years  and  paying  $104  in  the 
twenty  years,  he  will  then  have  a  paid-up  policy  of  how  much? 
A.  $44.  But  of  course,  you  understand,  Mr.  Hughes,  that  hi 
both  those  cases  the  great  majority  would  have  died  and  would 
have  received  the  face  of  the  policy  before  that  time. 

Q.  Yes,  but  we  are  talking  about  the  additional  benefit  or 
change.  A.  Yes.  Formerly  it  was  a  whole  life  poHcy,  and  now 
il  becomes  a  paid-up  policy. 

Q.  Formerly  he  would  have  a  whole  life  policy  and  would  not 
get  any  paid-up  policy  unless  he  lapsed,  and  then  for  a  certain 
proportion?    A.  Yes. 

Q.  Now  the  distinction  is  that  when  he  gets  to  age  80  he  can 
get  a  paid-up  policy  for  the  face  of  his  policy?    A.  Yes. 

MR.  LINDABURY :  If  he  lives  to  85.  Formerly  he  had  to 
pay  five  years  more  than  he  does  now,  if  he  lives  to  85. 

Q.  As  I  understand  it,  under  the  form  of  policy,  if  it  is  lapsed 
after  three  years  there  will  be  a  paid-up  policy  given  upon  the 
basis  to  which  testimony  was  given  yesterday.     A.  Yes. 

Q.  Now,  has  that  been  changed  in  any  way,  that  is,  your  pres- 
ent scheme?    A.  Yes. 

Q.  What  is  it  precisely  that  has  been  changed  in  the  last  few 
years  with  regard  to  paid-up  policies  ?  You  give  a  policy  at  age 
80  to  a  man  who  has  been  ten  years  a  policyholder  which  pre- 
viously you  did  not  give  ?  A.  Yes,  we  give  a  paid-up  policy  for 
the  face  amount  of  his  insurance. 
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Q.  Well,  what  did  you  give  before  ?  A.  Something  less  than 
that. 

Q.  Something  less  than  the  face  amount  of  the  insurance  ?  A. 
Yes. 

MR.  HUGHES :  That  is  the  point,  is  it  not?  I  do  not  under- 
stand that  he  has  in  either  case  to  pay  until  he  is  85  unless  he 
wants  to,  although  he  could  only  get  a  paid-up  policy  before. 

MR.  LINDABURY :  At  80  years  he  is  entitled  to  a  paid-up 
policy  for  the  full  amount,  and  saves  the  payments  for  the  rest 
of  his  life,  whatever  they  may  be.  If  he  lives  to  be  100  he  saves 
twenty  annual  premiums. 

MR.  HUGHES :  In  other  words,  if  he  quits  at  80  he  gets  a 
paid-up  policy  for  the  face  of  his  policy  ? 

MR.  LINDABURY :  Yes. 

Q.  I  started  a  moment  ago  to  ask  you  about  sub-standard 
risks.  In  what  department  are  they?  A.  In  the  ordinary  de- 
partment. 

Q.  Just  state  briefly  what  classes  you  do  not  take  in  your 
industrial  department.  It  is  there,  is  it  not  (handing  book)  ?  A 
This  is   the  ordinary. 

Q.  Can  you  tell  me,  without  going  into  too  many  details,  what 
classes  you  do  not  insure  in  your  industrial  department  ?  A.  We 
practically  insure  all  classes  in  the  industrial  department.  I 
believe  saloonkeepers  are  rated  up  to  a  higher  age,  but  we  prac- 
tically insure  all  classes  in  that  department,  providing  they  pass 
the  medical  examination  or  inspection. 

Q.  So  that  with  the  exception  of  saloonkeepers  the  Industrial 
Department  is  open  to  all?  Does  that  include  glassblov^ers,  and 
people  in  hazardous  business  ?     A.  Yes,  I  think  so. 
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Q.  Is  it  a  fact  that  the  rate  is  so  high  in  the  Industrial  Depart- 
ment that  it  is  not  at  all  necessary  for  you  to  discriminate  as  to 
classes  ?  >  A.  We  try  to  include — our  rates  are  supposed  to  be  high 
enough  for  the  industrial  classes  generally. 

Q.  Generally  without  discrimination;  gasmakers  and  stokers — 
are  they  allowed  to  come  in?    A.  Yes. 

Q.  Without  an  increase — ^that  is,  without  putting  them  at  a 
higher  age  ?    A.  Yes,  I  believe  so. 

Q.  Annealers,  iron  and  steelworkers  ?    A.  Yes. 

Q.  But  in  the  Ordinary  Department  you  make  a  distinction,  do- 
you  not?     A.  Yes. 

Q.  Now,  what  classes  are  not  allowed  to  be  insured  in  the 
Ordinary  Department  on  ordinary  terms?  A.  That  would  re- 
quire a  list 

Q.  Read  those  that  you  absolutely  decline,  the  class  that  you 
absolutely  decline  in  ordinary  insurance  ?  A.  These  are  arranged 
alphabetically;  actresses,  aeronauts,  asbestos  makers,  blasters, 
bleachery  workers,  circus  employees,  colormakers  and  mixers,  dry 
process.  Flint  mill  workers,  under  the  head  of  the  glass  Indus-, 
try,  handlers  of  material,  mixers.  Under  the  head  of  hatmaking 
industry,  fur  cutters,  makers  and  sizers,  hide-salters ;  horse- 
trainers — ^horse-trainers  a  separate  heading,  jockeys,  leadworkers, 
liquor  merchants  and  their  employees,  including  saloons,  distil- 
leries, breweries,  bottling  works,  match  factory  employees,  and  in 
the  pottery  industry,  dippers,  flint  mill  workers,  ground  layers, 
mixers,  scourers  and  sweepers ;  raftsmen.  Under  the  head  of  rail- 
road employees,  ashpitmen,  tin-dippers  and  finishers,  trench  and 
v/ell-diggers  and  excavators,  construction  workers,  Turkish  bath 
employees,  white  lead  makers,  zinc  and  lead  workers. 

Q.  All  these  can  be  insured  in  the  Industrial  classes  without 
extra  charge?    A.  I  think  so. 

Q.  Now,  what  class  of  people  do  you  put  in  an  intermediate 
department?  Those  that  you  have  just  mentioned,  I  understand, 
you  do  not  insure  at  all  in  the  Ordinary  Department?    A.  No. 
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Q.  You  won't  take  them  on  any  terms  ?    A.  No. 

Q.  Do  you  put  them  in  in  the  Intermediate  Department?  A. 
No- 

Q.  You  do  not  take  them  at  all  except  as  industrials  ?    A.  No. 

Q.  And  than  what  you  do  for  other  classes  that  are  extra 
hazardous  or  sub-standard,  you  take  in  an  Intermediate  Depart- 
ment?    A.  Yes. 

Q.  With  special  rates  ?    A.  Special  rates. 

Q.  Now,  what  are  those,  please?  A.  Well,  as  a  general  rule, 
our  Intermediate  policyholders  are  all  those  who  wish  a  five-hun- 
dred-dollar policy.  We  found  that  the  expense  of  handling  a 
five-hundred-dollar  policy  is  as  great  as  that  of  handling  a  ten- 
thousand-dollar  policy  in  all  the  office  requirements,  and  to  get  it 
out;  we  found  we  were  losing  money  on  our  five-hundred-dollar 
policies  at  the  old  rate;  so  we  issued  an  intermediate  policy;  and 
we  do  take  in  the  first  place  all  those,  and  issue  a  five-hundred- 
doHar  policy  on  each  class  as  an  average. 

Our  experience  shows  a  somewhat  higher  death  rate  than  on 
our  ordinary  regular  policy.  We  also  take  certain  industries,  like 
members  of  the  pottery  industry,  and  glass  industry,  and  hatting 
industry — I  could  not  name  just  the  details;  that  is  the  general 
classification. 

Q.  Do  you  take  sub-standard  risks  that  are  sub-standard  not 
with  reference  to  occupation  but  to  physical  conditions,  or  his- 
tories? A.  No,  I  think  not.  Physical  history — I  beg  pardon, 
Mr.  Hughes,  we  do  in  certain  cases,  where  there  is  a  family  his- 
tory of  certain  diseases  we  add  a  lien  to  the  policy. 

Q.  How  do  you  determine  that  lien?  A.  We  have  set  rules 
for  it. 

Q.  Can  you  state  them  briefly?  A.  Well,  as  a  rule,  the  lien  is 
for  three  hundred  dollars  per  one  thousand  dollars,  passing  off 
either  in  ten  years  or  fifteen  years,  according  to  the  nature  of  the 
case.     If  it  passes  off  in  ten  years  it  goes  off  at  the  rate  of  thirty 
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dollars  a  year;  if  in  fifteen  years,  at  the  rate  of  twenty  dollars  a 
year. 

Q.  Who  determines  the  amount  of  the  lien  and  when  it  shall 
pass  off  ?  A.  We  have  rules  according  to  certain  cases  of  family 
history,  I  could  not  state  those  now. 

Q.  This  is  not  based  upon  the  medical  examination  of  the  in- 
dividual ?    A.  Not  at  all. 

Q.  Not  at  all  on  that?  A.  The  individual  must  pass  a  first- 
class  medical  examination. 

Q.  So  that  it  is  not  an  effort  upon  the  part  of  the  physician  and 
the  actuary  to  gauge  the  individual  chances  with  reference  to  his 
own  condition  ?  A.  Not  at  all ;  in  the  sense  of  the  word,  as  it  is 
commonly  used  to-day,  the  Prudential  does  not  issue  policies  on 
sub-standard  lives,  that  is,  lives  in  themselves  that  would  not  pass 
the  doctor. 

Q.  Suppose  you  had  a  man  whose  great  uncle  had  died  of  con- 
sumption, how  would  you  determine  the  amount  of  the  lien  to  put 
on  his  policy,  assuming  him  to  be  physically  sound?  A.  In  that 
particular  case,  if  he  passed  the  examination,  there  would  be  no 
lien,  but  if  you  bring  this  further  down 

Q.  Yes,  instead  of  grand  uncle,  he  has  an  uncle?  A.  I  was 
going  down — if  you  bring  this  further  down  I  cannot  tell  you  all 
the  details  of  that. 

Q.  It  would  make  a  difference  if  he  had  an  uncle  who  died  of 
consumption,  or  two  grandaunts?  A.  That  probably  would 
make  no  difference.  If  a  man's  mother,  we  will  say — I  simply 
give  this  as  one  illustration — if  the  applicant's  mother  or  father 
had  died  of  consumption,  at  some  early  age,  say  twenty-five,  and 
the  applicant  had  lived  beyond  that  age,  I  think  there  might  be  a 
lien  there. 

Q.  How  would  you  determine  the  lien?  A.  The  amount  of  it 
would  be  $300. 

Q.  Suppose  an  applicant  had  lived  one  year  beyond  the  age, 
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would  the  lien  be  greater  than  if  he  had  lived  five  years  ?  A.  No ; 
the  doctors  would  probably  use  their  own  judgment  somewhat. 

Q.  As  a  matter  of  fact,  there  is  not  any  way  to  determine  just 
what  lien  there  should  be?  A.  No,  there  is  no  absolute  way  of 
determining  the  lien  any  more  than  we  can  determine  the  expec- 
tation— the  expected  life  of  any  one  applicant  that  comes  to  us. 
They  use  their  judgment. 

Q.  In  this  case  you  have  not  any  of  the  details  to  guard  you? 
A.  We  have  a  great  mass  of  data  which  we  have  arranged  and 
studied  and  tabulated.  We  have  a  special  statistical  department 
which  furnished  that  completely  all  over  the  world.  We  have  the 
experience  of  other  companies,  notably  one  or  two  English  com- 
panies, and  our  decisions  are  based  upon  those. 

Q'.  You  have  data,  of  course,  which  will  show  to  a  practical 
certainty  how  many  men  out  of  a  hundred  thousand  will  live  fifty 
years,, at  the  end  of  fifty  years?    A.  Yes. 

Q.  Have  you  any  data  which  will  enable  you  to  say  how  long  a 
man  will  live  who  is  age  25,  whose  mother  died  of  consumption  at 
age  20,  as  compared  with  the  man  age  30  whose  mother  died  of 
consumption  at  age  23  ?  A.  Not  absolutely,  but  we  do  have  data 
somewhat  like  that.  There  is  one  company  in  England  that  has 
taken  cases  of  the  history  of  consumption  in  the  family  at  various 
ages  of  entry,  and  they  have  found  in  those  cases  the  expectation 
of  life  we  will  say  is  less  by  six  years  than  in  the  normal  case  in 
their  experience. 

Q.  You  do  the  best  you  can?  A.  We  do  the  best  we  can  to 
treat  each  one  fairly  there. 

Q.  Do  you  have  a  uniform  lien  of  $300?  A.  I  am  not  sure; 
there  are  two-hundred-dollar  liens. 

Q.  There  are  $200  and  $300  liens — are  those  all  ?  A.  Those 
are  all.  '' 

Q.  Well,  then,  there  is  a  practical  uniformity  in  the  lien  ? 
A:  Yes. 
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Q.  Not  in  the  physical  history?  A.  No.  Mr.  Hughes,  may  I 
add  just  one  statement? 

Q.  Yes,  certainly.  A.  I  have  this  note.  The  increase  in  the 
Prudential  surplus  has  been  at  a  little  more  rapid  rate  the  last  two 
or  three  years,  perhaps  four,  than  we  can  expect  in  one  way.  The 
mortality  rate  seems  to  vary  over  periods  of  years,  and  we  have 
had  a  more  favorable  mortality  rate  than  we  really  expect,  we 
will  say  for  the  next  four  years.  However,  that  does  not  affect 
it  very  much,  but  it  is  a  fact  we  have  noticed  this  slight  improve- 
ment", which  in  our  experience  perhaps  will  not  be  maintained  at 
this  low  rate. 

Q.  Isn't  there  a  pretty  steady  improvement  in  the  mortality  rate 
of  the  industrial  classes  in  this  coomtry?  A.  Not  quite  as  rapid. 
We  expected  it  to  be  somewhat  higher. 

JOHN  F.  DRYDEN,  resumed:  t 

BY  MR.  HUGHES: 

Q.  Senator,  I  desire  to  have  you  explain  a  little  more  fully 
than  you  did  yesterday  your  agency  system?     A.  Yes,  sir. 

Before  you  pass  to  that  will  you  allow  me  to  make  two  minor 
corrections  in  my  testimony  of  yesterday.  In  stating  the  mem- 
bers of  the  Finance  and  Executive  Committees  I  omitted  from 
the  Finance  Committee  the  name  of  Edward  Kanouse,  who  is  a 
member  of  that  committee,  and  from  the  Executive  Committee  the 
name  of  Forrest  F.  Dryden,  who  is  a  member  of  that  committee. 
The  other  correction,  I  think,  possibly  grew  out  of  a  misunder- 
standing of  your  question  as  to  my  having  studied  the  system  of 
industrial  insurance  from  a  foreign  standpoint.  My  understand- 
ing yesterday  was  that  your  question  related  to  my  having  studied 
it  in  this  country  from  the  experience  of  foreign  country  com- 
panies here.     The  fact  is  that  I  went  to  Europe,  to  England,  in 
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1876  at  the  instance  of  the  Board  of  Directors  of  the  Prudential 
Insurance  Company,  and  studied  the  system  there  and  obtained  a 
vast  amount  of  data  and  very  important  blank  forms,  and  knowl- 
edge as  to  the  system  of  accounts  and  conducting  the  business  and 
so  forth.     To  that  extent  I  studied  it  from  a  foreign  standpoint. 

O.  Have  .you  kept  up  your  interest  in  foreign  industrial 
methods?     A.  In  a  general  way. 

Q.  Has  your  attention  been  directed  to  the  industrial  experience 
or  operations  of  the  Australian  Provident  Life  Insurance  Com- 
pany? A.  Not  totally.  I  have  from  time  to  time  learned  some- 
thing about  it.     I  think  they  have  sent  us  their  literature. 

Q.  Are  you  able  to  state  whether  their  benefits  are  larger  than 
yours?  A.  I  am  not,  but  Mr.  Hofifman — can  you  state  that,  Mr. 
Hofifman?     Mr.  Hoffman  is  the  statistician  of  the  company. 

MR.  HOFFMAN :  They  have  just  started  about  a  year  ago. 
BY  MR.  HUGHES : 

Q.  I  was  informed  after  a  very  careful  study  of  industrial  mat- 
ters they  had  decided  to  give  and  were  giving  larger  benefits  than 
your  company.  I  wanted  to  know  whether  you  had  any  informa- 
tion upon  that?  A.  That  has  been  tried  in  this  country,  Mr. 
Hughes,  by  companies  which  have  not  been  fortunate  in  their 
experience. 

Q.  Can  you  give  us  some  illustrations  of  those?  A.  Well,  I 
think  most  of  the  companies  are  out  of  existence  that  have  at- 
tempted that— some  smaller  companies — I  think  no  important 
companies. 

Q.  As  we  have  started  on  this  line,  Senator,  you  might  explain 
at  this  point  whether  you  do  not  think  that  the  growth  of  your  sur- 
plus would  indicate  that  you  could  justly  increase  the  benefits  to 
the  insured  in  your  Industrial  Department?    A.  I  should  not  like 
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to  do  that  at  the  present  time.  I  want  to  say  this,  however,  that 
we  are  giving  this  business  at  our  office  the  closest  possible  study 
that  can  be  devoted  to  any  business  whatever.  Every  week  there 
are  meetings  of  the  heads  of  departments  and  of  divisions  in  the 
office  of  the  Third  Vice-President,  at  which  often  some  higher 
officer  is  present,  to  consider  and  examine  with  the  greatest  min- 
uteness every  detail  of  the  business  relating  to  the  expenses  of  it, 
relating  to  the  lapsed  rate,  relating  to  the  cost  of  getting  the 
business ;  in  fact,  every  feature  of  the  business  is  gone  into  and 
reports  are  made,  by  these  young  gentlemen  at  those  meetings, 
covering  these  matters.  Now,  there  is  not  a  single  phase  of  this 
business  that  escapes  our  investigation  and  our  careful  consid- 
eration, and  it  will  be  the  policy  of  the  company  so  long  as  my 
voice  prevails  there  to  continue  investigations  of  that  kind  and  to 
liberalize  our  dealings  with  our  policyholders  from  time  to  time 
as  fast  and  as  far  as  is  in  our  judgment  safe  for  us  to  do;  but, 
above  all,  we  must  keep  this  in  mind,  that  the  one  great  essential 
is  security. 

Q.  And  that  has  been  in  your  mind  during  the  entire  period? 
A.  Yes. 

Q.  Now,  one  matter  which  has  elicited  our  attention  here, 
vipon  which  we  should  be  very  glad  to  know  your  views,  is  the 
apparent  wastefulness  of  industrial  insurance  judged  from  the 
standpoint  of  the  policyholder,  in  view  of  the  large  percentage 
of  those  who  do  not  continue  their  policies.  I  understand  per- 
fectly the  loss  to  your  company  through  lapses,  but  what  is  your 
judgment  with  regard  to  the  public  policy  of  a  system  of  insur- 
ance which  takes  from  the  very  poor  such  large  amounts  oi 
money  for  which  they  have  no  return?  A.  I  understand  now 
your  question  is  directed  to  the  economic  feature  from  a  public 
standpoint  ? 

Q.  Yes.  A,.  I  am  very  glad  to  speak  on  that,  Mr.  Hughes. 
This  system  of  industrial  insurance  is  in  my  mind  the  greatest 
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educator  of  thrift  that  has  ever  been  introduced  to  the  American 
public,  and  is  continually  operating  in  the  direction  of  uplifting 
the  laboring  and  working,  industrial  people  as  we  call  them,  and 
inculcating  in  them  a  higher  degree  of  self-respect.  We  insure 
a  child  to-day  who  is  one  year  of  age.  From  its  cradle,  there- 
fore, that  child  is  taught  as  soon  as  he  can  comprehend  any- 
thing to  think  of  the  value  of  insurance;  he  is  taught  to  value 
insurance  as  a  protection  to  the  family;  he  is  taught  to  look  on 
it  as  something  for  which  he  should  save;  and  as  he  grows  older 
and  becomes  a  boy  and  a  young  man  he  takes  out  additional  in- 
surance; and  as  he  gets,  perhaps,  into  a  more  fortunate  posi- 
tion in  life  he  takes  the  ordinary  insurance ;  and  it  develops  that 
habit  of  thrift,  that  self-respect,  that  inclination  to  lift  himself 
up  to  a  higher  plane,  such  as  I  believe  no  single  other  force  is 
exerting  in  America  to-day. 

If  we  look  into  the  statistics  we  find  it  in  every  direction. 
Take  the  question  of  pauper  burials;  they  have  very  greatly  de- 
creased since  industrial  insurance  has  been  introduced  into  this 
country,  and  if  there  is  anything  that  is  abhorrent  to  these  poor 
people  it  is  the  idea  that  their  dead  shall  be  taken  to  a  pauper's 
grave;  they  will  make  any  sacrifice,  and  they  will  do  anything 
that  is  honest  and  honorable  to  make  provision  against  that  fate, 
and  if  it  is  possible  for  you,  Mr.  Hughes,  to  go  with  our  agent 
and  see  how  they  view  that  and  other  things,  you,  I  am  sure, 
would  need  no  further  confirmation  of  my  statement.  Now,  the 
agent  becomes  the  adviser  of  these  people ;  it  is  surprising  how 
much  these  people  come  to  rely  upon  the  agent  for  counsel.  It 
is  the  truth  that  often  the  agent  is  the  company  to  those  people. 
It  happens,  I  am  sure,  frequently,  that  if  one  of  these  people  was 
asked  offhand  whether  he  is  insured  in  the  Metropolitan  or  the 
Prudential  he  could  not  say,  but  he  would  know  that  John  Smith 
was  his  agent.  Now  these  agents  are  constantly  in  their  weekly 
visits,  teaching  to  these  people  the  benefit   of  this  system  of 
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thrift  and  protection,  and  I  think  there  can  be  one  opinion  of 
any  system  of  business  that  uplifts  a  whole  people,  makes  them 
more  self-respecting,  cultivates  habits  of  thrift,  encourages  them 
to  protect  themselves  against  a  pauper's  burial — all  that  I  think 
it  must  be  admitted  that  from  a  public  standpoint  it  is  a  great 
beneficial  economic  force. 

Q.  In  speaking  of  thrift,  you  have  in  mind,  of  course,  the  habit 
of  saving?    A.  Yes,  sir. 

Q.  And  of  course  the  importance  of  saving  depends  upon  the 
returns  to  the  one  who  saves.  There  is  not  much  use  in  putting 
money  into  a  place  from  which  you  cannot  get  it  ?  A.  I  think, 
Mr.  Hughes,  that  that  should  be — that  that  explanation  of  yours 
should  be  qualified  or  explained.  It  should  be  borne  in  mmd 
that  a  very  small  percentage  of  those  people  would  ever  save 
the  money  which  they  pay  for  these  industrial  premiums  at  all, 
if  they  were  not  induced  by  the  agents  to  insure,  and  thus  save 
the  money  in  that  way.  How  would  the  money  go?  The  money 
would  go — we  know  from  experience — every  man  knows  from 
experience  it  would  go  for  small  things  which  would  be  of  no 
permanent  or  ultimate  benefit  to  these  people,  but  putting  their 
money  into  these  policies  teaches  them  to  save,  their  minds  are 
directed  to  the  advantages  of  life  insurance,  and  the  man  who 
takes  out  upon  his  life  a  hundred  dollar  industrial  policy  to-day, 
in  five  years  has  perhaps  been  induced  to  take  an  ordinary  policy 
of  a  thousand  dollars;  and  so  this  work  goes  on  all  the  time, 
and  as  I  have  said  we  see  the  effects  of  it  in  the  result  upon  the 
public. 

Q.  Of  course,  your  reference  is  to  that  portion  of  your  policies 
who  continue  such?  A.  Largely  so,  but  as  was  explained  to 
you  yesterday,  these  people  come  in  and  go  out.  Perhaps  the 
first  time  a  man  insures  he  will  insure  because  some  friend  of 
his  has  taken  an  agency  in  the  company;  he  don't  care  for  it 
particularly,  but  he  has  done  it  to  be  a  good  fellow  toward  his 
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friend.  Perhaps  the  agent  may  leave  or  be  transferred  to  an- 
other district,  or  for  one  reason  or  other  he  drops  his  policy, 
maybe  after  having  paid  five  or  six  premiums.  Now,  later  on  in 
the  year  that  man  may  take  another  policy  or  renew  the  old 
one  perhaps,  and  go  on,  and  perhaps  he  may  drop  his  policy  two 
or  three  times,  possibly  four  times  in  the  course  of  a  year  or 
two,  but  that  man's  mind  is  different  in  its  contemplation  of  in- 
surance after  having  done  this  thing,  than  it  was  before  he  did 
it,  and  the  ultimate  result  and  effect  is  that  he  by  and  by  takes 
a  policy,  holds  it,  and  continues  the  payment  of  the  premiums 
and  continues  his  insurance. 

Q.  That  is  largely  conjecture,  isn't  it.  Senator?  You  don't 
know  that  he  does  that  ?  A.  I  have  the  testimony  of  our  agents 
who  are  working  in  the  field,  and  who  tell  me  this.  I  have  talked 
with  agents  thousands  of  times  about  the  different  phases  of  the 
business,  because  I  wanted  to  know  how  it  was  among  the  peo- 
ple, not  simply  how  it  was  in  our  office,  and  they  tell  me  these 
things,  IVIr.  Hughes,  and  I  believe  them. 

Q.  Of  course,  what  started  me  on  this  line  of  inquiry  was  the 
fact  that  taking  the  number  of  instances  or  choices  on  the  part 
of  your  industrial  policyholders  it  appeared  that  in  about  two- 
thirds  of  the  chances,  so  to  speak,  there  was  no  return.  A.  That 
would  seem  so  from  superficial  observation. 

Q.  Now,  that  is  practically  double  the  number  that  we  find  in 
ordinary  life  insurance;  so  the  element  of  speculation  is  present 
to  a  much  larger  degree,  and  that  raises  the  question  as  to  the 
economic  value  of  the  system.  A.  That  is  very  regrettable.  I 
regret  to  say,  unavoidable.  But,  with  all  that,  bearing  that  all 
in  mind,  I  still  maintain  my  previous  statement  that  in  my  opin- 
ion this  is  the  greatest  economic  force  for  the  poor  people  of 
America  that  exists  in  the  country  to-day. 

Q.  You  speak  of  the  decline  in  pauper  burials.  Does  the  Pru- 
dential pay  undertakers?     A.  We  pay  very  rarely  and  under 
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very  restricted  conditions.  This  thing  happens  sometimes  that 
a  man  is  insured  and  dies;  his  friends  are  removed,  there  is  no 
one  who  will  take  enough  interest  in  the  case  to  look  after  it, 
and  the  undertaker  buries  him,  and  after  a  most  thorough  ex- 
amination we  sometimes  pay  small  amounts  to  the  undertaker. 
I  have  some  figures. 

Q.  Do  you  ever  pay  the  undertaker  before  the  funeral  ?    A.  No, 
sir;  I  don't  think  so. 

Q.  Is  there  an  arrangement  between  your  company  and  the  un- 
dertaker that  he  will  be  paid  ?    A.  No,  sir. 

Q.  Stories  have  reached  us  that  sometimes  the  funeral  does  not 
go  on  until  the  undertaker  has  heard  from  the  company  that  the 
insurance  is  all  right  ?  A.  There  is  this  foundation  for  that  state- 
ment. Since  the  industrial  insurance  has  become  so  extensive  in 
this  country  the  undertaker  has  ceased  to  be  satisfied  to  look  to  the 
shopmates  of  the  deceased  who  will  pass  the  hat  around  among  his 
associates  to  collect  the  funds  to  bury  the  dead.  One  of  the  first 
questions  which  the  undertaker  naturally  asks  for  his  own  protec- 
tion is  is  there  an  industrial  policy  upon  this  man's  life?  Is  he 
insured  ? — in  order  that  he  may  be  paid  for  his  funeral  expenses. 
He  naturally  inquires  into  that.  I  am  told  that  if  the  family  show  , 
a  premium  receipt  in  any  well  established  industrial  company  with 
the  premiums  written  up  to  date,  that  the  undertaker  asks  no  fur- 
ther questions,  causes  no  further  delay,  goes  on  and  i)erforms  the 
burial  offices.  Now,  with  reference  to  the  payment  of  undertakers 
I  find  that  from  the  ist  of  January  to  the  i8th  of  November  of 
this  year,  forty-six  weeks,  we  paid  73,023  industrial  claims, 
amounting  to  $7,673,147.  This  was  an  average  of  $105.08  per 
claim.  During  that  period  we  paid  to  undertakers  177  claims 
amounting  to  $15,587.46,  being  an  average  of  $88.06  per  claim ;  so 
that  out  of  $7,673,147,  $15,587.46  only  went  to  undertakers,  and 
the  average  claim  was  $88.06  paid  to  undertal«ers,  a;5  compared 
with  $105.08  paid  to  the  ordinary  claimant.     In  other  words,  the 
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claims  paid  to  undertakers  are  limited  always  to  small  amounts  and 
under  very  restricted  conditions,  and  after  a  careful  examination — 
investigation. 

Q.  What  are  your  rates  of  compensation  to  industrial  agents? 
A.  We  pay  our  agents  15  per  cent,  for  collecting  the  weekly  pre- 
miums and  fifteen  times  upon  the  net  increase  in  the  weekly  debit. 

Q.  Is  your  system  the  same  as  that  of  the  Metropolitan?  A. 
Substantially,  I  think. 

Q.  Are  your  policyholders  encouraged  to  make  payments  in  ad- 
vance? A.  I  think  our  agents  try  to  keep  them  up,  and  possibly 
a  week  or  two  in  advance  if  they  can  to  prevent  their  lapsing.  The 
agents  do  everything  to  prevent  lapsing  because  they  have  the 
strongest  interest  to  do  so. 

Q.  In  effect  does  the  agent  pay  one  week's  premium  himself? 
A.  If  he  does  it  is  a  violation  of  our  rule. 

Q.  I  mean  the  first  week  ?  A.  It  is  a  violation  of  our  rule  if  he 
does  it. 

Q.  Doesn't  he  have  to  do  it  because  you  do  not  issue  the  policy 
until  the  next  week  after  the  application  is  taken?  A.  No,  sir; 
not  because  of  that.  If  he  does  it  at  all  he  does  it  in  violation  of 
our  rule,  and  our  rule  is  that  the  applicant  shall  be  required  to  pay 
one  week's  premium^  as  an  evidence  of  good  faith — one  week's  pre- 
mium when  the  application  is  taken. 

Q.  Yes,  and  as  a  matter  of  fact  do  you  know  whether  the  agents 
themselves  pay  that  ?  A.  Well,  we  don't  know  it,  but  where  thou- 
sands of  agents  are  employed  I  presume  they  do  sometimes  do  it, 
but  if  so,  contrary  to  our  rule  and  our  wishes ;  we  try  to  prevent  it ; 
we  do  not  want  the  agent  to  do  it. 

Q.  You  think  that  they  should  be  able  to  collect  from  the  policy- 
holders before  the  policy  is  issued?  A.  Precisely,  because  when 
the  policyholder  begins  to  have  a  money  interest  in  his  policy  it  is 
more  of  a  hold  upon  as  an  inducement  for  him  to  continue  his  in- 
surance, which  we  do  everything  to  accomplish. 
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Q.  How  many  agents  have  you  in  the  Industrial  Department? 
A.  8,500,  I  think.  I  have  some  data  here.  The  Secretary  says 
we  have  8,500. 

Q.  What  responsibility  has  an  agent  in  case  of  a  lapse?  A.  Let 
me  explain  that  the  term  agent  as  included  in  that  number  is  a 
technical  term ;  it  does  not  mean  our  agency  force,  which  includes 
superintendents. 

Q.  You  mean  solicitors  ?    A.  It  means  simply  the  solicitors. 

Q.  You  have  agency  superintendents?  A.  And  assistant  super- 
intendents and  inspectors. 

Q.  Your  total  agency  force  would  amount  to  how  many?  A. 
We  have  by  this  statement,  which  covers  ten  months  of  1905,  8,582 
agents,  1,751  assistant  superintendents  and  223  superintendents. 

Q.  Now,  what  is  the  responsibility  of  an  agent  in  case  of  a 
lapse  ?  A.  The  responsibility  upon  him  is  to  replace  with  another 
application  a  premium  equal  in  amount  to  the  one  lapsed  before  he 
can  get  what  we  call  the  special  salary,  which  is  fifteen  times  upon 
his  increase.  In  other  words,  if  I  may  illustrate  it,  supposing  an 
agent  has  what  is  called  a  collectible  debit  technically^ — that  is  an 
amount  of  weekly  premiums  amounting,  we  will  say,  to  $20  a 
week ;  now  let  us  say  that  he  writes  new  applications  this  week 
upon  which  the  weekly  premium,  the  aggregate  weekly  premium 
is  50  cents ;  but  let  us  say  that  20  cents  in  weekly  premiums  of  old 
business  previously  written  lapses.  Now,  his  net  increase  in 
weekly  premiums  would  be  30  cents ;  he  gets  for  that  increase  fif- 
teen times  the  30  cents  and  not  fifteen  times  the  50  cents,  the  whole 
amount  that  he  has  written. 

Q.  Suppose  an  agent  has  written  a  policy  which  remains  in 
force  for  five  years  and  then  lapses,  would  he  be  charged  with  that 
lapse?    A.  I  believe  that  is  our  present  practise,  isn't  it  ? 

MR.  GRAY :  He  would  not  be  charged  in  that  case  because  the 
policyholder  would  apply  for  paid-up  insurance,  and  in  order  to  in- 
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sure  receiving  the  paid-up  policy  we  hold  the  agent  until  that  time, 
and  then  the  agent  is  released. 

Q.  You  hold  the  agent  until  the  time  that  the  paid-up  policy  is 
applied  for  and  issued  ?    A.  Yes,  sir. 

Q.  Now  what  do  you  hold  the  agent  for?  A.  For  what  pur- 
pose? 

Q.  No,  to  what  amount?     A.  The  amount? 

Q.  Yes.  A.  Whatever  the  amount  of  lapsed  premium  is.  Sup- 
posing an  agent  has  a  decrease  in  his  debit,  as  happens  sometimes 
— let  us  take  the  case  supposed  before.  His  debit  is  twenty  dol- 
lars. Suppose  he  has  the  same  lapse.  Twenty  cents  in  weekly 
premiums,  and  writes  no  new  business,  now  his  debit  is  $19.80. 
He  will  get  no  more  special  salary  until  he  writes  enough  business 
to  cover  this  lapse,  and  has  made  an  increase  on  the  original  twenty 
dollars  a  week. 

Q.  So  until  a  paid-up  policy  is  issued  the  agent  is  charged  with 
the  lapses  to  the  extent  that  the  premium  on  the  policy  lapsed  is 
deducted  from  the  amount  upon  which  his  compensation  is  calcu- 
lated ?  A.  Yes,  sir.  In  other  words,  he  must  make  a  net  increase 
in  his  weekly  collectible  premiums.  And  you  will  see  the  purpose 
of  all  this  scheme  is  to  bring  to  bear  upon  the  agency  force  the 
strongest  pressure  to  look  after  these  policyholders  and  prevent 
these  practices.  The  company  does  everything  in  its  power  to 
keep  these  lapses  down. 

BY  MR.  COX: 

Q.  Is  there  not  likelihood  that  that  may  lead  to  misrepresenta- 
tion on  the  part  of  the  agents  to  hold  those  policies?  A.  You 
mean  to  mean  to  misrepresent  to  the  policyholders  ? 

Q.  Yes,  sir.  A.  Well,  I  do  not  know.  He  naturally  uses  his 
persuasive  powers  to  keep  his  policies  in,  but  I  would  not  say  that 
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it  would  lead  to  any  misrepresentation.     You  must  bear  in  mind 
this  agent  has  to  meet  these  people  every  week. 

Q.  Of  course.  On  the  other  hand,  he  is  dealing  with  an  ig- 
norant class  in  many  cases  who  are  not  able  to  read  or  think  for 
themselves,  and  understand  what  the  policy  is.  A.  We  are  very 
careful  in  the  selection  of  our  agents,  and  are  able  to  be  so  now 
much  more  than  we  were  in  the  early  days  of  the  business.  At 
that  time  the  business  was  so  much  doubted  by  many  people  that 
it  was  difficult  to  get  just  the  class  of  men  to  represent  us  that  the 
company  wanted.  But  we  have  raised  that  standard  from  year  to 
year,  that  we  now  have  a  waiting  list  in  many  of  our  districts,  and 
specially  to  promotions  to  the  office  of  assistant  superintendent,  or 
of  superintendent.  We  appoint  all  our  superintendents  and  assist- 
ant superintendents  from  the  agency  force  who  have  worked  their 
way  up  and  showed  by  their  meritorious  conduct  and  ability  that 
they  are  competent  to  fill  those  positions.  Now,  there  is  held  out 
before  these  agents  constantly  the  inducement  to  serve  the  com- 
pany and  the  people  faithfully  and  to  be  as  efficient  and  valuable 
as  they  can  be. 

Q.  Is  it  not  possible  for  the  agent  to  make  some  advances  or 
practically  pay  the  premiums  himself  to  his  own  advantage,  at 
least  temporarily,  in  view  of  the  contract  that  he  has?  A.  Of 
course,  that  is  possible  to  a  limited  extent,  but  it  could  not  go  very 
far,  for  the  reason  that  one  of  the  important  duties  of  the  assistant 
superintendent  is  to  go  among  the  insured  and  examine  the  policy- 
holders on  every  agent's  book,  to  question  them  as  to  their  treat- 
ment by  the  agent,  to  compare  their  premium  receipt  books  with 
the  agent's  book  to  see  that  they  agree ;  and  to  state  to  these  people 
how  far,  and  to  what  point  the  agent's  collection  book  shows  their 
policies  to  be  paid  up ;  and  he  asks  these  people,  "Your  policy  is 
paid  up  to  such  a  date;  is  that  your  understanding?  Have  you 
paid  this  policy  to  such  a  date  ?"  Now,  while  this  deceit  to  which 
you  have  alluded  might  exist  to  a  very  limited  extent  for  a  week  or 
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two,  perhaps,  it  could  not  go  very  far,  because  the  assistant  super- 
intendent is  right  on  the  track  of  the  agent,  and  brings  him  face  to 
face  with  the  people.  He  does  not  go  alone  necessarily  unless  he 
suspects  something,  but  he  goes  with  the  agent,  and  there  the 
agent  and  policyholder  meet  face  to  face. 

Q.  How  many  agents  are  under  the  assistant  superintendent? 
A.  Every  agent — we  have  no  agent  who  is  not 

Q.  No A.  Oh,  under  each  superintendent? 

Q.  Yes.     A.  Well,  probably  five  or  six  on  an  average. 

BY  MR.  HUGHES. 

Q.  You  mentioned,  I  believe,  1,974  superintendents  and  assist- 
ant superintendents  in  all  for  8,500  agents?  A.  8.482  agents, 
1,751  assistant  superintendents  and  223  superintendents. 

Q.  Well,  that  would  be  about  one  assistant  superintendent  to 
five  agents  ?     A.  Yes,  sir. 

Q.  That  is  a  very  large  supervisory  force,  is  it  not?  What  is 
the  occasion  for  that?  A.  To  do  just  what  I  explained ;  to  protect 
these  people,  these  insured  against  misrepresentation  and  wrong; 
to  see  that  the  agent  performs  his  duty ;  that  he  visits  these  people 
regularly,  and  does  not  let  their  policies  fall  into  arrears ;  that  he 
does  not  misrepresent  the  facts  to  them ;  in  other  words,  the  as- 
sistant superintendent  is  there  in  the  employ  of  the  company  to 
protect  the  policyholders. 

Q.  And  what  does  the  assistant  superintendent  get,  does  he  have 
a  salary  or  commissions?  A.  A  salary,  yes,  sir.  The  assistant 
superintendents — this  shows  that  the  average  earnings  for  the  ten 
months  of  this  year  for  the  assistant  superintendents  are  $24.24  a 
week,  made  up  as  follows : 

His  income  from  the  industrial  branch  is  $21.12  per  week  and 
from  the  ordinary  branch  $3,121  per  week.  That  is  the  average  I 
am  giving  now.     The  superintendents,  assistant  superintendents 
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and  the  agents  are  allowed  to  write  ordinary  business  as  well  as  in- 
dustrial business.  We  find  that  that  has  a  very  beneficial  effect  in 
several  directions.  In  the  first  place  it  keeps  our  agents  in  our 
own  company.  Before  we  organized  our  ordinary  branch  we 
found  that  our  industrial  agents  were  constantly  coming  in  con- 
tact with  people  who  wanted  ordinary  insurance.  They  had  to 
take  it  to  other  companies.  The  result  of  that  was  that  many  of 
our  best  agents  were  seduced  away  from  our  employ  that  under 
the  present  operation  of  permitting  them  to  write  for  both 
branches,  we  keep  them  in  our  employ,  which  is  desirable  for  every- 
body, the  company  and  the  policyholders. 

The  second  advantage,  and  an  important  one,  is  that  it  assists 
these  employes  in  their  income ;  their  income  is  larger  by  reason  of 
being  able  to  write  ordinary  insurance,  and,  consequently,  we  can 
get  and  hold  a  better  class  of  men  than  we  could  if  their  income 
was  smaller. 

Q.  What  is  the  average  income  of  an  agent?  A.  The  average 
income  of  an  agent  for  the  ten  months  of  this  year  referred  to  is 
$14.61. 

Q.  A  week  ?    A.  A  week ;  yes,  sir. 

Q.  And  although  your  agent  gets  such  a  small  amount  per  week 
the  entire  cost  to  the  company  of  your  commissions  and  bonuses 
to  agents  on  all  kinds  of  insurance  last  year  amounted  to  $7,812.- 
000?    A.  That  includes,  I  take  it,  both  branches. 

Q.  Yes.     A.  Both  branches  of  insurance. 

Q.  Now,  you  are,  of  course,  aware  that  the  agents  regarded  as 
a  great  hardship  that  they  should  be  charged  with  lapses.  That  is 
constantly  before  you,  I  suppose  ?    A.  Oh,  yes,  Mr.  Hughes. 

Q.  It  has  been  brought  to  the  attention  of  the  Committee  in  a 
great  many  ways.     A.  We  have  heard  that  from  the  beginning. 

Q.  Do  you  make  an  agent  who  is  substituted  for  an  agent  who 
leaves  your  company  responsible  for  the  business  written  by  the 
latter?    A.  I  suppose  the  present  rule  is — ^it  certainly  was  when 
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I  was  more,  in  the  details  of  the  business — he  is  allowed  a  certain 
time  within  which  to  examine  his  debit  and  see  that  the  business 
in  force  on  his  books  is  real  and  bonafide  and  is  paid  up.  Is  that 
the  present  rule? 

MR.  GRAY :  Yes. 

THE  WITNESS :  Yes,  that  is  the  present  rule,  and  after  that 
is  ascertained  he  is  then  held  for  any  lapses  that  occur.  In  other 
words,  we  do  not  pay  on  new  business  nor  do  we  deduct  for  lapses 
direct.  We  pay  on  increase.  Now,  there  must  be  an  increase  or 
we  do  not  pay  any  special  salary.  He  gets  his  fifteen  per  cent,  for 
collecting-,  but  we  do  not  pay  any  salary  unless  there  is  an  increase 
on  his  debit. 

Q.  So  that  the  business  which  comes  in  within  a  given  year  in 
the  Industrial  Department,  and  in  the  same  year  goes  off  the  books, 
does  not  cost  your  company  anything  except  so  far  as  it  may  repre- 
sent a  net  increase  for  that  year  over  the  year  before?  A.  Oh, 
it  costs  us 

Q.  I  mean  for  commissions  for  obtaining  it?  A.  It  costs  us  a 
great  deal  for  that,  for  the  reason  that  many  agents  leave  our  em- 
ploy, and  lapses  follow  that,  and  they  are  made  good  by  the  suc- 
cessor on  the  rule  I  have  just  stated,  and  consequently  get  nothing 
for  that. 

Q.  Take  a  concrete  example.  Suppose  you  have  two  hundred 
million  dollars  of  industrial  insurance  written  in  the  year  1901,  and 
suppose  you  have  for  net  increase  in  industrial  business  in  the 
year  1904  nothing.  That  is  at  the  end  of  the  year  you  stand  just 
where  you  did.  Now,  we  will  say  that  37  per  cent,  of  this  two 
hundred  millions  of  business  would  lapse  during  the  calendar  year. 
On  that  37  per  cent,  that  had  lapsed,  you  in  effect  pay  nothing? 
A.  No. 
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Q.  In  the  way  of  commissions?  A.  Oh,  we  pay  a  great 
deal.     If  you  will  allow  me  to  show  you  how? 

Q.  Yes.  A.  The  37  per  cent,  which  lapses  has  lapsed  in 
the  hands  of  only  a  fraction  of  our  agency  force.  Another 
very  large  fraction  of  oiir  agency  force  has  continued  to  write 
business  and  to  make  increases,  and  upon  that  large  fraction 
of  our  agency  force  which  has  so  made  increases  we  have  to 
pay  the  fifteen  times.  The  37  per  cent,  which  has  lapsed  has 
been  lapsed  by  agents  who  have  gone  out  of  the  service  of  the 
company  and  upon  whom  we  have  no  claim  and  from  whom  we 
can  obtain  no  redress,  therefore  it  becomes  a  loss  to  the  com- 
pany. 

Q.  But  if  my  illustration  fitted  the  facts,  and  the  aggregate 
business  for  the  year  showed  no  increase  in  the  outstanding 
insurance  at  the  end  of  the  year  as  compared  with  the  year 
before,  then  in  the  aggregate  you  would  have  paid  no  com- 
missions for  an  increase  during  the  year?  A.  I  am  afraid  I 
did  not  make  my  explanation  clear  to  you.  Of  the  agency 
force  through  which  that  lapse  has  taken  place,  a  very  large 
percentage  which  was  formerly  in  the  employ  of  the  company 
has  gone  out  of  the  employ  of  the  company  and  we  hjave  no 
redress  from  them ;  we  cannot  reclaim  from  thenr  the  special 
salary  which  we  have  paid  to  them  to  get  this  large  amount  of 
business  which  has  lapsed.  Now,  if  we  should  follow  the  il- 
lustration which  you  have  made,  we  would  find  upon  investiga- 
tion that  the  amount  of  lapsed  business  which  went  out  of  the 
-company  through  these  agents  who  had  left  the  service  of  the 
•company  was  very  much  more  than  the  37  per  cent,  which  you 
have  supposed.  It  would  be  perhaps  50  per  cent,  or  even 
more  than  that.  But  a  large  contingent  of  the  agency  force 
has  remained  in  the  company  and  has  continued  to  make  in- 
creases from  week  to  week  and  they  have  at  least  partially 
•overcome  this  large  lapse  which  was  created  by  the  default 
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of  the  agents  who  have  gone  out  of  the  company.  Now,  upon 
the  increase  which  has  been  made  by  those  who  have  persisted 
in  the  service  of  the  company  we  have  to  pay  the  special  com- 
missions. 

Q.  And  then  if  an  agent  takes  the  place  of  one  of  the  agents 
who  has  left  your  employ  he  will  be  charged  with  the  lapses, 
but  he  will  be  allowed  to  get  any  commission  on  an  increase  of 
business?  A.  After  he  has  had  an  opportunity  to  examine  the 
debit,  as  we  call  it,  and  have  taken  out  of  that  debit  any  policies 

which  are  not  in  force  and  which  under  the  rule 

Q.  Do  you  allow  him  to  take  out  of  his  debit  when  he  goes 
in?     A.  We    do,   yes,    sir,    until    he    examines   that    business. 
Having  done  that,  and  it  then  having  become  his  debit  offi- 
cially, we  hold  him  then  for  any  lapse.     The  compensation  to 
him,  the  advantage  to  him  which  compensates  him  for  being 
held  for  that  debit  is  that  he  at  once  gets  an  established  foun- 
dation for  an  agency  which  has  been  created  by  the  work  of 
his  predecessors.     He  therefore  has  all  the  benefit  which  comes 
from  the  establishment  of  that  debit  which  has  cost  a  great 
deal  of  time  and  hard  work,  and  through  that  debit  he  is  in- 
troduced to  his  constituents  and  their  friends  and  in  that  way 
he   is   able  to  go  through   avenues   through  which   he   can   get 
new  business.     Now  that  is  the  compensation  to  him.     From 
the  company's  standpoint  the  great  object  is,  as  I  have  tried 
to  make  clear  and  I  want  to  rnake  it  as  clear  as  possible,  the 
great  object  is  to  protect  the  policyholders  against  neglect,  so 
that  their  premiums  will  be  looked  after. 

Q.  If  you  let  the  new  man  start  afresh  and  take  over  only 
the  business  which  is  currently  paying  and  make  that  the  basis 
of  his  collectible  debit  and  charge  him  only  for  the  lapses  which 
subsequently  occur  while  he  is  in  charge,  that  is  one  thing? 
A.  Yes. 
Q.  But  if  he  has  to  take  over  the  business  as  it  existed  in  the 


4959 


Testimony  of  John  F.  Dryden 

hands  of  his  predecessor  and  in  the  same  plight  as  his  pre- 
decessor with  regard  to  an  increase,  if  it  must  be  a  net  increase 
after  a  charge  of  lapses,  that  is  a  diflferent  thing.  Which  case 
is  it?  A.  It  is  the  former  case,  after  a  debit  has  been  tested 
by  him. 

THE  CHAIRMAN :  The  Committee  will  take  a  recess  until 
2:30  o'clock  sharp  this  afternoon. 
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JOHN  K.  GORE,  resumed : 

BY  MR.  HUGHES : 

Q.  I  understand  you  desire  to  make  some  corrections  in  your 
testimony?  A.  The  first  correction  is  to  state  more  accurately 
our  practice  concerning  saloonkeepers,  bartenders,  and  persons 
engaged  in  the  public  sale  of  intoxicants.  Our  rule  is  that 
they  will  not  be  insured  for  more  than  two  hundred  and  fifty 
dollars,  or  thereabouts,  and  in  all  cases  the  age  shall  be  rated 
up  five  years.     Our  instructions  there  say: 

"The  company  does  not  wish  any  particular  efforts  made  to 
get  business  of  this  class,  but  if  applicants  are  taken,  five  years 
must  be  added  to  the  actual  age,  and  the  amount  of  benefit 
for  the  higher  age  must  be  quoted." 

The  other  point  refers  to  the  amount  of  lien.  I  said  this 
morning  I  thought  it  was  three  hundred  dollars  a,nd  two  hun- 
dred dollars.  Instead  of  that  it  should  be  three  hundred  and 
a  hundred  and  fifty  dollars.     That  is  all. 

JOHN  F.  DRYDEN,  resumed : 

MR.  LINDABURY:  There  are  two  errors  in  the  official 
report  of  Senator  Dryden's  testimony  that  ought  to  be  cor- 
rected. They  are  typographical  errors,  I  think.  Shall  I  point 
them  out? 

MR.  HUGHES  :  In  yesterday's  hearing  ? 

MR.  LINDABURY:  Yes.  The  first  is  page  8,733.  The 
question  was,  "what  dividends  are  paid  upon  the  capital  stock 
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annually."     The  answer  was,  "ten  million  dollars  annually." 
It  should  be  ten  per  cent,  annually. 

On  page  8,778,  this  was  an  error  of  the  Senator's,  I  think. 
He  wishes  to  correct  it.  The  question  is,  "in  how  many  do 
you  do  industrial  business,"  referring  to  the  States,  his  answer 
vras,  "We  do  industrial  in  all  the  Eastern,  Middle  and  Western 
States,  and  in  the  Border  States  along  the  South,  but  not  in  the 
Southern  States."     He  wished  to  change  that  a  little. 

THE  WITNESS:  Instead  of  saying  in  all  the  Western 
States,  I  would  like  to  say  in  the  Middle  Western  States. 

Mr.  Hughes,  this  morning  you  asked  me  with  reference  to 
the  Australian  Provident  Life  Insurance  Company  and  as  to 
its  table  of  rates,  calling  attention  to  the  fact  that  they  were 
larger  than  the  industrial  company  here. 

Q.  You  mean  the  benefit?  A.  Yes.  Since  then  the  statisti- 
cian of  the  company,  Mr.  Hoffman,  has  informed  me  that  that 
is  on  account  of  the  more  favorable  mortality  of  the  popula- 
tion at  large  in  Australia,  as  well,  as  shown  by  the  experience 
of  the  life  insurance  companies  of  that  country,  that  a  long 
series  of  investigation  has  demonstrated  that  fact. 

Q.  At  the  close  of  the  morning  session  you  were  testifying 
with  regard  to  the  transactions  with  the  agents  of  your  com- 
pany.    A.  Yes. 

Q.  Now,  I  have  a  letter  here  as  follows : 

"We  are  not  opposed  to  being  charged  with  lapses  on  busi- 
ness written  by  ourselves,  covering  a  period  of  twenty  weeks, 
i)Ut  when  we  are  charged  with  lapses  written  by  other  agents, 
on  business  that  is  older  than  twenty  weeks,  we  consider  it  a 
gross  imposition,  and  we  would  like  very  much  if  you  would 
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have  the  matter  thoroughly  investigated.  For  instance,  Agent 
John  Smith  insures  John  Doe,  premium  ten  cents  per  week. 
John  Doe  carries  said  insurance  for  a  period  of  five  years. 
John  Smith,  agent,  has  left  company's  employ.  James  John- 
son, present  agent,  collects  the  John  Doe  insurance.  John  Doe 
decided  to  discontinue  to  his  insurance.  He  has  paid  into  the 
company  in  this  time  twenty-six  dollars.  Then  Johnson,  agent, 
is  charged  with  the  loss  of  John  Doe's  business  and  is  com- 
pelled to  go  out  and  write  ten  cents  new  business,  on  which 
he  receives  no  commission  whatever  to  cover  the  lapse  of  John 
Doe's  insurance.  Company  is  the  gainer  by  John  Doe's  twen- 
ty-six dollars  insurance,  plus  agent's  one  dollar  and  fifty  cents 
commission  which  amounts  to  $27.50,  less  commission  paid  to 
agent  John  Smith,  which  is  $1.50  and  15  per  cent,  commission 
paid  to  agent  for  collecting  the  same.  Thus  you  see  that 
these  lapses,  which  frequently  occur  work  to  the  detriment  of 
the  agent  in  the  field,  and  to  the  benefit  of  the  company  at  all 
times." 

Now,  that  is  a  sample  of  the  letters  received  by  the  Commit- 
tee from  agents,  and  without  giving  you  the  name  of  the 
agent  who  wrote  this,  I  would  be  glad  to  have  you  state  so  we 
may  all  be  informed  just  what  the  answer  of  the  company  is  to 
the  criticism  ?  A.  That  is  an  old  question,  Mr.  Hughes,  which 
has  been  before  the  industrial  companies  of  this  country  ever 
since  they  were  organized.  Our  system  for  paying  agents 
was  essentially  taken  from  that  of  the  old  Prudential  of  London 
which  was  the  first  company  in  the  world  ever  to  make  perma- 
nent and  decided  success  in  industrial  insurance ;  conducted  by 
men  of  the  highest  ability  in  this  line  of  business,  they  evolved 
after  a  good  deal  of  experience  and  labor  the  system  upon  which 
they  have  built  up  their  business  and  which  we  have  in  sub- 
stance adopted  in  this  country.  We  have  had  the  questions 
before  us  thousands  of  times,  but  we  have  found  no  solution 
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of  it.  We  have  found  no  way  of  relieving  the  agents  other 
than  they  are  now  relieved  by  the  rules  of  the  company  in  jus- 
tice to  the  policyholders  and  with  safety  to  the  company  itself. 
In  my  testimony  this  morning  I  endeavored  to  show  that  this 
system  was  devised  primarily  to  protect  the  policyholders 
themselves,  and  certainly  to  evolve  a  plan  under  which  the 
companies  could  successfully  carry  on  the  business.  Now  it 
will  be  evident  at  a  glance  that  if  the  industrial  companies  were 
to  attempt  to  put  into  operation  the  commission  plan  adopted 
by  the  ordinary  companies,  either  the  agents  would  starve  to 
death  in  trying  to  get  it  established  or  the  companies  would 
utterly  fail  to  get  any  business  at  all.  Supposing  it  were  pos- 
sible— or  rather  supposing  the  industrial  companies  should 
adopt  a  scheme  of  paying  the  agents  even  lOO  per  cent,  upon 
the  first  premium  paid  in,  the  agent  could  not  possibly  clothe 
himself  from  the  money  that  he  got  out  of  it;  therefore  the 
companies  are  forced  to  adopt  some  plan  which  shall  be  at  once 
safe,  safe  for  the  policyholders  and  remunerative  to  the  agents ; 
and  this  plan  of  virtually  advancing  to  the  agent  a  sum  of 
money  based  upon  the  amount  of  business  he  does  contains  the 
summation  of  all  the  wisdom  that  has  been  concentrated  in  the 
industrial  companies. 

Q.  If  you  have  an  assistant  superintendent  put  over  five 
agents  can  you  not  through  that  supervision  ascertain  whether 
the  lapses  are  the  fault  of  the  agent?  A.  We  could  ascertain 
that  probably  to  some  extent,  but  I  do  not  think  that  we  could 
keep  up  the  energy  and  interest  of  the  agent  to  the  extent  that 
we  now  do  under  our  present  system  and  under  any  other  sys- 
tem it  would  be  but  a  very  short  time  when  we  would  not  have 
agents  to  keep  up  the  business. 

Q.  What  amount  of  money  would  you  have  to  expend  in  addi- 
tion to  what  you'  expend  now  if  you  did  not  charge  the  agents 
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with  lapses  except  those  that  had  occurred,  say,  within  twenty- 
weeks  of  the  date  of  the  poHcy  ?  A.  I  do  not  think  we  could  do 
business  at  all.  In  the  first  place  would  come  the  great  neglect 
of  the  policyholders,  which  is  a  matter  of  the  first  importance. 
You  will  readily  see,  Mr.  Hughes,  that  if  the  agent  is  to  be  relieved 
in  case  of  a  lapse  after  twenty  weeks,  that  from  that  point  on 
the  agent  has  very  little  if  any  interest  in  inducing  that  policy- 
holder to  continue.  What  would  be  to  the  agent's  pecuniary 
interest  would  be  to  let  that  policy  lapse,  to  induce  that  policy 
to  lapse,  by  neglect  to  cause  that  policy  to  lapse,  and  after  a  short 
time  to  go  around  and  write  it  again  and  get  a  new  commission 
on  it. 

Q.  Because  on  the  new  business  he  would  get  more  than  on  the 
fifteen  per  cent,  renewal?    A.  Yes. 

Q.  But  when  a  revival  takes  place  do  you  pay  the  agent  any- 
thing? A.  It  affects  his  income  just  the  same  as  though  it  were 
a  new  policy.  We  pay  on  the  increase.  Now,  a  revival  contrib- 
utes to  the  increase  just  as  if  it  were  a  new  jx)licy. 

MR.  LINDABURY:  I  don't  know  whether  you  noticed  that 
the  agent  had  this  policy  lapse  during  his  own  agency  and  not  in 
the  case  of  a  predecessor. 

MR.  HUGHES :  He  put  the  case  as  originating  in  the  case  of 
a  former  agent,  and  then  lapsing  while  he  had  it. 

MR.  LINDABURY:  So  it  was  his  own  fault  if  it  was  any- 
body's fault. 

Q.  I  suppose  the  ideal  arrangement  would  be  so  far  as  the 
agent  is  concerned  to  charge  him  when  he  is  at  fault,  but  it  is 
practically  difficult  for  you  to  ascertain  in  that  event?    A.  Yes. 

Q.  And  you  also  have  the  question  of  the  amount  of  money  you 
can  afford  to  pay  ?    A.  Yes. 
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Q.  On  the  latter  question  I  was  asking  if  you  could  estimate 
the  additional  amount  you  would  have  to  pay  for  your  agents  if 
they  were  charged  with  lapses,  save  in  the  case  of  lapse  within 
twenty-weeks?  A.  I  have  not  any  data  on  which  I  can  estimate 
that,  but  I  will  state  from  my  general  information  and  belief  that 
it  would  be  such  an  enormous  sum  of  money  we  could  not  afford 
to  do  the  business. 

Q.  What  amount  of  money  does  your  superintendents  get  on 
the  average?  A.  Quoting  from  the  paper  from  which  I  read 
this  morning,  I  would  say  that  the  average  income  of  the  superin- 
tendents of  our  company  for  the  ten  months  in  1905  was  $95-55 
per  week,  involving  his  income  both  from  the  industrial  and  ordi- 
nary branches. 

Q.  What  is  the  largest  amount  which  any  superintendent  re- 
ceives? A.  We  have  one  very  old  superintendent  who  has  been 
with  us  nearly  30  years,  over  25  years  I  think,  certainly,  who  has 
now  a  weekly  income  of  $531.24.  He  has  the  largest  income  of  any 
man  in  our  service,  and  his  contract  is  an  old  one,  which  we  put 
in  operation  when  the  company  was  first  started,  and  which  we 
abandoned  long  ago.  But  we  have  adopted  the  principle  and  the 
policy  in  our  business  of  never  cancelling  the  contract  of  an  em- 
ployee so  long  as  he  is  faithful  to  his  duty  and  does  his  work 
properly.  And  if  a  man  was  fortunate  enough  twenty-five  years 
ago  to  secure  a  liberal  contract  with  us,  when  it  was  very  difficult 
to  write  any  business  at  all,  and  has  continued  in  our  service,  we 
continue  that  contract  with  him  as  a  matter  of  good  faith. 

Q.  Who  is  this  agent?    A.  Peter  Egenolf. 

Q.  What  is  his  district?  A.  His  present  district  is  in  New 
York,  one  of  the  New  York  agents.  He  started  with  us  as  an 
agent  in  Elizabeth,  New  Jersey,  afterwards  appointed  superin- 
tendent of  the  Elizabeth  district,  and  some  years  ago  was  trans- 
ferred to  New  York.  When  he  first  started  with  us  as  a  superin- 
tendent at  Elizabeth  his  guaranteed  salary  was  $11.54  a  week, 
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and  in  addition  to  that  he  received  two  times  on  the  net  increase 
in  the  debit  in  his  district. 

Q.  How  many  agents  or  superintendents  have  you  getting  ten 
thousand  dollars  a  year  or  over?  A.  I  have  a  list  here  of  all  of 
our  superintendents — but  not  many.  Running  over  this  list,  and 
without  having  made  an  accurate  calculation  I  find  not  over 
eight — possibly  not  over  six ;  some  of  them  would  come  pretty  close 
■ — which  would  make  it  not  over  eight. 

Q.  Is  this  compensation  of  Mr.  Egenolf  gross  or  net?  A. 
Gross. 

Q.  That  is  his  gross  income?  A.  He  has  to  pay  rent  and 
clerk  hire  and  other  expenses. 

Q.  Have  you  separate  agents  in  the  ordinary  department?  A. 
Yes. 

Q.  What  do  they  receive?  A.  I  think  they  are  paid  in  every 
instance,  but  six  or  seven,  a  commission,  and  their  income  de- 
pends upon  the  amount  of  business  that  they  write.  There  were, 
I  think,  six  or  seven  who  received  in  addition  to  their  compensa- 
tion a  small  guarantee,  all  but  one  of  the  number  that  I  have  men- 
tioned, receiving  a  guarantee  of  thirty  dollars  per  week  in  addition 
to  their  commissions,  one  of  them  receiving  a  guarantee  of  twenty- 
five  dollars  a  week  in  addition  to  his  commissions.  The  reason 
that  they  received  that  guarantee,  and  in  that  respect  are  treated 
as  the  usual  ordinary  agent,  is  that  they  were  transferred  from 
our  industrial  department  to  the  ordinary  branch,  and  it  being  so 
transferred,  they  made  a  surrender  of  their  interest  in  the  indus- 
trial business,  and  we  allowed  them  this  small  guarantee  as  a 
compensation  for  that. 

Q.  A  line  of  examination  has  been  suggested  which  may  show 
to  what  extent  you  benefit  by  the  new  insurance.  According  to 
the  blue  book  last  year  in  the  industrial  department  there  were 
written  about  a  million  and  a  half  of  new  policies.  Those  policies, 
in  fact,  were  written  by  8,500  agents  ?    A.  Yes. 


4967 


Testimony  of  John  F.  Dryden 

Q.  Which  would  mean  an  average  of  about  176  policies  pef 
agent?    A.  Yes,  sir. 

Q.  With  this  average  in  payment  ten  cents  a  week,  and  $5-20 
in  the  year,  assuming  that  they  lasted  through  the  year,  that  would 
mean  if  that  new  business  went  through  the  year  the  company 
would  receive  about  $915  from  the  new  business  for  each  agent 
on  the  average?    A.  Yes,  sir. 

Q.  Now,  you  have  to  support  the  agent,  you  have  to  provide 
for  the  supervision  of  the  agent  through  what  might  be  called 
his  pro  rata  share,  of  the  assistant  superintendent,  and  the  super- 
intendent, and  also  lay  something  aside  to  meet  the  demands  of 
the  insurance.  The  net  result  is  that  in  this  industrial  business, 
to  get  the  business  so  that  you  have  any  net  increase  or  hold  your 
own  during  the  year,  you  have  to  keep  the  agents  down?  A. 
Yes. 

Q.  That  is  the  actual  result,  isn't  it?  A.  Oh,  yes,  we  must 
have  results  from  the  agent,  but  we  think  that  we  pay  a  fair 
remuneration,  all  that  the  business  will  justify,  if  that  is  the  point 
of  your  inquiry. 

Q.  The  point  of  my  inquiry  is  that  the  amount  that  you  get  in 
on  the  average  from  your  8,500  agents  is  such  that  it  is  absolutely 
necessary  for  you  to  keep  the  agents  down  to  a  low  compensation  ? 
A.  We  have  not  been  usually  charged  with  paying  too  low  a 
compensation  for  agents.  That  is  one  of  the  expenses  which  was 
sometimes  criticised. 

Q.  And  which  comes  in  the  aggregate  to  a  very  heavy  amount, 
per  agent,  he  getting  fifteen  dollars  a  week  ?  A.  Fourteen  dollars 
and  some  cents,  including  what  he  makes  out  of  the  ordinary 
business. 

Q.  But  it  is  inseparable  from  the  industrial  business  that  the 
person  injured  should  pay  very  high  rates,  and  the  person  that 
writes  the  business  get  very  low  incomes?  A.  Unfortunately, 
that  is  so  in  our  business.     The  same  principle  obtains,  as  I  think 
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prevails  in  every  kind  of  business,  a  man  who  can  go  to  the  rail- 
road station  and  buy  a  fifty-trip  ticket  gets  his  ticket  for  less 
money  than  the  man  who  has  only  enough  to  buy  a  single  ticket 
•one  way ;  it  costs  him  more  in  every  phase  of  life,  unfortunately, 
but  how  can  it  be  prevented? 

MR.  COX:  The  question  is  raised  as  to  whether  the  business 
is  worth  doing  if  such  a  large  percentage  of  it  has  to  be  con- 
sumed in  getting  it  and  doing  it. 

MR.  HUGHES :  And  so  many,  if  I  may  add,  through  their 
lapses,  get  nothing  from  it. 

THE  WITNESS  :  Well,  looking  at  it  from  a  theoretical  stand- 
point, I  am  well  aware  that  it  has  been  criticised,  and  that  there 
are  very  excellent  persons  who  have  raised  that  question,  and  I 
suppose  will  continue  to  raise  it,  but  look  at  it  from  the  stand- 
point of  the  workingman  himself.  That  is  the  point  of  view,  Mr. 
Hughes,  that  we  should  consider  it  from.  Isn't  it  worth  some- 
thing to  him  that  the  facilities  for  getting  this  insurance,  even 
at  the  cost  involved,  to  him  are  laid  before  him  at  his  very  door? 
Isn't  it  of  some  consequence  to  the  public  that  we  can  offer  this 
insurance  to  these  people,  and  inculcate  in  them,  as  I  said  this 
morning,  a  feeling  of  self  respect,  and  enable  them  to  protect 
themselves  from  a  pauper's  grave?  That  is  the  public's  point  of 
view,  from  which  I  think  we  should  look  at  this  question. 

BY  MR.  COX: 

Q.  But  such  a  small  percentage  of  them  are  protected  in  that 
way?     A.  Through  the  lapses? 

Q.  The  records  show  that  the  most  of  them  do  lapse?  A. 
Manv  of  them  do  lapse.     The  lapses  are  large ;  that  is  unfortunate, 
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but  we  avail  ourselves  of  every  agency  that  we  can  conceive  of  to 
keep  down  the  lapses,  and  I  am  glad  to  say  that  the  lapses  are 
steadily  decreasing  in  percentage  from  year  to  year.  I  believe  the 
time  will  come  when  our  country  becomes  somewhat  older  and 
settled,  when  the  people  of  our  country  understand  more  fully 
the  nature  of  this  industrial  insurance,  when  the  percentage  of 
lapses  will  be  very  materially  decreased.  They  have  had  the  same 
experience  on  the  other  side..  The  Prudential  of  London  was 
the  first  company  that  was  ever  able  to  get  upon  a  permanent 
and  sound  foundation  in  the  establishment  of  this  business.  Hun- 
dreds of  its  predecessors  have  gone  to  the  wall ;  but  the  Prudential 
of  London,  through  its  consummate  ability,  through  its  persistence, 
established  that  great  company,  now  in  size  the  greatest  institution 
in  the  world — life  insurance  institution ;  and  they  are  finding  that 
their  lapses  are  growing  less  and  less  year  by  year,  the  persistency 
of  the  business  is  becoming  greater  and  greater,  we  are  demon- 
strating that  in  this  country,  yet  this  business  is  comparatively 
new ;  while  we  have  been  doing  business  here  for  thirty  years, 
the  great  bulk  of  this  business  has  been  done  certainly  within 
the  last  ten  years,  and  perhaps  it  is  not  too  much  to  say  within  the 
last  five  years.  Our  own  company  for  four  years  after  it  was 
organized  confined  its  business  entirely  to  the  State  of  New  Jersey, 
and  doing  business  in  a  very  limited  way,  trying  to  be  sure  of  its 
foundations.  Now,  we  believe  that  we  have  arrived  at  a  point 
where  we  are  getting  pretty  safely  on  a  strong  and  permanent 
foundation,  and  we  think  that  in  the  lapse  of  time  these  lapses 
will  decrease  in  volume,  and  the  policyholders  will  become  more 
persistent,  and  what  seems  so  startling  to  gentlemen  making  an 
original  investigation  on  this  subject,  what  seems  so  startling 
10  them  will  grow  less  and  less,  and  the  people  will  be,  of  course, 
correspondingly  benefited. 
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BY  MR.  HUGHES : 

Q.  Do  you  know  what  the  rate  of  lapses  is  with  the  Enghsh 
Prudential  ? 

THE  WITNESS:  Mr.  Hoffman,  do  you  know  what  this  is? 
I  have  not  looked  at  those  figures  lately — ^the  rate  of  lapses  of 
the  English  Prudential. 

The  Secretary  of  the  company  informs  me  that  in  the  last  ten 
years  the  persistency  of  the  business  of  the  Prudential  of  London 
has  increased  from  six  years  to  ten  years. 

Q.  How  do  their  rates  compare  with  yours?  A.  I  think  their 
rates  are  somewhat  higher  than  ours — is  that  so,  Mr.  Fiske? 

MR.  FISKE:  I  think  their  rates  are  somewhat  higher. 

Q.  Mr.  Lindabury  wants  me  to  ask  you  how  many  of  the 
people  that  went  down  in  the  Slocum  were  insured  in  your  com- 
pany? 

MR.  LINDABURY:  Not  in  his  company — how  many  held 
industrial  policies? 

A.  I  have  forgotten ;  the  percentage  was  very  large ;  I  have  for- 
gotten the  exact  number. 

MR.  LINDABURY:  Sixty  per  cent,  were  with  live  and  not 
lapsed  policies. 

MR.  HOFFMAN:  W9  paid  insurance  on  two  hundred  and 
twelve  persons  whose  lives  were  lost  in  the  Slocum,  who  were 
insured  in  three  hundred  and  thirty-six  policies,  for  the  sum  of 
$8,330.56,  and  who  had  paid  us  net  premiums,  $38,146.73. 
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BY  THE  CHAIRMIAN: 

Q.  Mr.  Dryden,  if  an  agent  started  out  in  your  territory  with 
no  business  in  that  territory,  if  he  should  write  ten  poHcies  in  the 
first  week,  his  premium  collections  would  be  a  dollar  and  his 
commissions  upon  that  business  fifteen  dollars,  wouldn't  it?  A. 
Yes. 

Q.  If  the  second  week  he  added  twenty  more  policies,  two 
dollars  of  premiums,  he  would,  of  course,  double  his  compensa- 
tion and  get  thirty  dollars  of  commissions  the  next  week,  in  ad- 
dition to  the  fifteen  per  cent,  for  collection?    A.  Yes. 

Q.  If  the  third  week  he  increased  it  by  another  ten,  so  that 
lie  wrote  thirty  policies,  three  dollars  premiums,  he  would  get 
forty-five  dollars  commissions  ?  A.  Perhaps,  I  don't  understand 
you. 

Q.  If  this  business  all  persisted  so  that  it  represented  gain  in 
each  instance,  ten  policies  the  first  week,  twenty  the  second  and 
thirty  the  third  ?  A.  Do  I  understand  you  to  mean  twenty  new 
policies  the  second  week,  and  thirty  new  ones  the  third  week  ? 

Q.  Yes.    A.  Yes,  sir,  then  your  assumption  is  correct. 

Q.  Now,  then,  the  only  difficulty  the  agent  would  experience 
in  obtaining  these  results  would  be  from  lapses  of  business  ob- 
tained?   A.  Yes,  sir. 

Q.  And  the  premiums  on  those  policies  being  so  small,  isn't 
that  a  constant  inducement  to  agents  to  themselves  pay  the 
weekly  premiums  for  the  sake  of  reaping  the  commissions  with 
all  new  business  when,  in  fact,  it  is  concealed  lapse  business? 
A.  It  would  be. 

Q.  Well,  isn't  it?  A.  In  some  instances  I  presume  it  is  done, 
but  we  guard  ourselves  as  much  as  possible  against  that,  as  I 
think  I  have  already  explained,  by  having  the  Assistant  Super- 
intendent go  with  the  agent  around  among  the  poHcyholders,  ex- 
amine their  premium  receipt  books  and  compare  the  payments 
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with  the  agents'  collecting  books  and  thus  check  the  matter, 
bringing  the  agent  and  the  policyholder  face  to  face. 

Q.  Do  you  impose  any  punishment  when  you  discover  that 
condition  of  things?    A.  We  generally  dismiss  the  man;  yes,  sir. 

Q.  Just  dismissal  ?    A.  Yes,  sir. 

MR.  HUGHES:  I  understand  that  the  figures  with  regard  to 
the  Slocum  were  incorrect. 

MR.  HOFFMAN:  I  want  to  say  that  the  amount  paid  in 
claims  upon  the  loss  of  the  Slocum  was  $38,146.73,  and  the 
premiums  paid  upon  those  claims  by  the  insured  was  $8,330.56. 

THE  CHAIRMAN :  Now,  which  one  does  he  want  to  stick 
by? 

M:R.  HUGHES:  Is  that  right,  that  last  statement? 

MR.  COiX :  I  suppose  you  have  no  statistics  of  premiums  paid 
by  people  who  went  down  on  the  Slocum  whose  policies  had 
lapsed? 

MR.  HUGHES:  I  suppose  people  were  going  on  other  ex- 
cursions at  that  time  whose  policies  had  lapsed. 

M'R.  COX :  It  is  a  great  compliment  to  the  efficiency  of  the 
New  York  man  who  gets  the  compensation  of  over  five  hundred 
dollars  a  week. 

MR.  LINDABURY:  They  were  not  all  in  this  company — 
the  three  companies,  John  Hancock  and  the  Metropolitan. 
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BY  MR.  HUGHES: 

Q.  If  your  solicitor  averages  about  fourteen  dollars  a  week, 
including  the  ordinary  business  which  he  may  take,  it  would 
seem  to  follow  from  the  average  premium  paid  to  the  company 
upon  the  business  that  the  first  year's  cost  practically  absorbs  the 
first  year's  premiums.    A.  It  is  very  high. 

Q.  Is  that  true?    A.  I  think  so. 

Q.  You  were  asked  with  regard  to  what  punishment,  if  any, 
would  be  inflicted  upon  the  agent  in  case  a  lapse  was  not  re- 
ported and  he  was  paying  the  amount  himself.  Now,  when  do 
you  insist  upon  a  report  of  a  lapse?  A.  We  allow  policies  to  be 
in  arrears  four  weeks  before  it  must  be  lapsed. 

Q.  And  what  is  the  consequence  of  the  failure  to  report  in 
case  the  arrears  exceed  four  weeks?  A.  If  we  put  no  other  pen- 
alty upon  him,  we  compel  an  agent  to  pay  these  arrears  himself 
in  excess  of  four  weeks,  or  we  may  discharge  him  if  the  circum- 
stances justify  it. 

Q.  And  if  he  does  report  the  lapse  at  the  end  of  four  weeks, 
then  the  consequence  is,  as  you  have  already  stated,  being  a 
charge  against  his  collectible  debits.  A.  He  is  relieved;  he  re- 
ceives a  credit  for  the  amount  of  those  four  weeks'  premiums. 

Q.  I  have  received  from  the  Prudential  the  following  state- 
ment with  regard  to  the  first  policy  year  expenses,  which  I  will 
put  upon  the  record. 

(The  paper  is  marked  Exhibit  No.  692.) 

Q.  This  statement,  I  understand,  includes  all  your  business 
and  is  not  separated  with  reference  to  industrial  and  ordinary? 
A.  Yes,  sir,  I  so  understand  it. 

Q.  Does  that  include  renewal  commissions,  or  only  commis- 
sions— original  commissions?  A.  This  is  a  statement  prepared 
by  the  actuary.    I  think  this  includes — Mr.  Gore? 
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MR.  GORE:  That  includes  the  first  commissions  and  the  first 
year  collection  commissions  in  the  industrial. 

MR.  HUGHES:  (Reading)  Total  loading  on  first  three  year 
policy  premiums  received  in  1903,  $6,410,444.     In  1904,  $7,418,- 

396. 

Loading  on  first  policy  year's  premiums  in  1903,  $2,642,383. 
In  1904,  $2,820,579. 

Total  first  policy  year's  expenses,  showing  in  1903  a  total  of 
$6,481,920;  in  1904,  $6,916,848. 

Total  expected  losses  on  policies  less  than  one  year  old  in 

1903,  $1,147,975. 

Total  actual  losses  on  policies  less  than  one  year  old  in  1903, 
$1,119,465. 

Total  expected  losses  on  policies  less  than  one  year  old  in 

1904,  $1,224,080. 

Total  actual  losses  on  policies  less  than  one  year  old,  $953,301. 

Q.  Now,  can  you  answer  that  so  that  the  amount  can  be  com- 
pared with  the  first  policy  year's  expenses,  the  premiums  re- 
ceived in  1903  and  1904  on  the  first  year's  business? 

MR.  GORE:  For  the  year  1903,  $7,869,452.62.  For  the  year 
1904,  $8,475.757-39- 

Q.  What  was  the  amount  of  the  loading  on  the  premiums  re- 
ceived on  new  business  in  1903? 

MR.  GORE:  You  have  read  that. 

MR.  HUGHES:  That  is  the  item  that  appears  in  the  state- 
ment, as  follows:     In  1903,  $2,642,383,  and  in  1904,  $2,820,579. 

I  have  also  received  a  statement  showing  the  amount  of  in- 
surance in  force  December  31,  1904. 
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Q.  This  is  complete?  A.  Yes,  sir.  This  is  also  prepared  by 
the  actuary. 

M'R.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  693  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Have  you  an  agent  by  the  name  of  James  Perry.  A.  Yes, 
sir. 

Q.  What  is  his  district?    A.  New  Jersey. 

Q.  Newark?    A.  Yes,  sir. 

Q.  What  is  his  compensation?    A.  Well,  I  don't  recollect. 

Q.  Or  his  rate  of  compensation?  A.  I  don't  recollect  what 
his  contract  calls  for;  I  have  not  the  particulars  here. 

Q.  Do  you  know  what  amount  he  received  from  the  business 
that  he  writes  for  the  company?  A.  I  don't  know  what  he  re- 
ceives.   I  know  he  writes  a  very  large  amount  of  business. 

Q.  Is  he  a  relative  of  any  ofHcer  of  the  company.  A.  He  is 
a  distant  relative,  I  think,  of  the  vice-president  and  of  the  sec- 
ond vice-president. 

Q.  Has  he  any  better  rates  of  commission  than  other  agents? 
A.  I  do  not  so  understand  it. 

Q.  You  don't  know  that  he  has  any  preference?  A.  No,  sir, 
not  to  my  knowledge. 

Q.  Does  he  have  any  advantage  in  the  turning  to  him  of  in- 
surance from  advertising?  A.  No,  not  at  all;  that  is  carried  on 
on  a  regular  system,  and  the  invariable  rule  is  to  send  insurance 
under  advertisements  to  the  nearest  and  most  available  agent, 
whoever  he  may  be  or  wherever  he  may  be  located. 

Q.  Does  your  company  own  any  real  estate  other  than  the  of- 
fice building  that  it  occupies  ?    A.  In  Newark  ? 

Q.  Yes.  A.  We  have  some  surrounding  property  that  we 
bought  for  the  ultimate  purpose  of  home  office  building. 
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Q.  Your  real  estate  is  stated  in  your  annual  report  to  the 
New  York  Department  at  a  book  value  of  $12,494,957.86.  How 
much  of  that  represents  your  office  building?  A.  My  impres- 
sion iSj  something  like  eight  millions.  I  thought  I  had  a  state- 
ment showing  that,  Mr.  Hughes,  but  I  do  not  find  it.  The  cost 
of  the  Prudential  building  as  of  December  31st,  1904,  $8,378,- 
125.50. 

Q.  And  is  it  carried  at  net  cost  on  the  books?  A.  Yes,  sir, 
it  is  carried  at  that  cost  on  the  books. 

Q.  What  is  the  income  of  the  company  from  that  building? 
A.  The  rate  of  interest  earned  on  cost  of  building  based  on 
gross  receipts  less  expenses  and  taxes,  3.1 13  per  cent. — a  little 
over  3.1 1  per  cent. 

Q.  What  charge  is  made  to  the  Prudential  Company  for  the 
premises  it  occupies.  A.  We  charge  the  Prudential  Company 
the  same  rate  that  we  charge  our  tenants — just  the  gross 
amount  I  have  not  here,  but  it  is  figured  on  the  same  basis. 

Q.  What  rent  does  the  Fidelity  Trust  Company  pay?  A.  The 
FideHty  Trust  Company  has  a  twenty-year  lease  upon  that  prop- 
erty; for  the  first  five  years  their  rental  is  twenty-five  thousand 
dollars  per  annum ;  for  the  second  five  years,  forty-two  thousand 
five  hundred  dollars  per  annum ;  for  the  third  five  years  fifty-two 
thousand  five  hundred  dollars  per  annum,  and  for  the  fourth  five 
years,  sixty  thousand  dollars  per  annum. 

Q.  What  is  the  present  rental  value  of  the  premises  the  Fidel- 
ity Trust  Company  occupies?  A.  Well,  I  think  we  are  getting 
a  fair  rental  value  for  it  now,  perhaps  two  and  one-half  to  three 
per  cent. — three  per  cent.;  I  do  not  know  that  I  can  answer  that 
accurately.  I  anticipated  in  making  that  lease  with  the  Fidelity 
the  future  increase  in  the  value  of  the  property.  I  think  they  are 
paying  fair  rental  for  it  now. 

Q.  Who  were  the  contractors  that  built  the  Prudential  Build- 
ing?   A.  E.  J.  Haddon  &  Son. 
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Q.  Did  you  meet  them  through  your  relation  with  the  Metro- 
politan?   A.  No,  sir. 

Q.  Has  any  officer  in  your  company  any  interest  in  that  firm, 
or  received  any  payments  or  interest  in  connection  with  con- 
tracts for  construction?    A.  No,  sir. 

MR.  HUGHES:  I  will  read  upon  the  record,  subject  to  cor- 
rection, what  I  understand  is  a  complete  list  of  the  Directors  of 
the  Prudential  Insurance  Company.  If  I  am  wrong  you  will 
correct  me. 

DIRECTORS    PRUDENTIAL    INSURANCE    COMPANY 
OF  AMERICA,  NEWARK,  N.  J. 

John  F.  Dryden, 
Leslie  D.  Ward, 
Edgar  B.  Ward, 
Theo.  C.  E.  Blanchard, 
Seth  A.  Kenney, 
Fred  C.  Blanchard, 
Edward  Kanouse, 
Forrest   F.  Dryden, 
Jerome  Taylor, 
William  T.  Carter, 
Jacob  E.  Ward, 
Anthony  R.  Kuser, 
Uzal  H.  McCarter 
Wilbur  S.  Johnson, 
Thomas  N.  McCarter, 

MR.  LINDABURY:  That  is  right.  Are  they  fifteen  in  num- 
ber ?    The  correct  number  is  fifteen. 
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MR.  HUGHES:  I  will  read  upon  the  record,  subject  to  cor- 
rection, the  following  is  a  complete  list  of  the  Directors  of  the 
Fidelity  Trust  Company: 

DIRECTORS  FIDELITY  TRUST  CO.,  NEWARK,  N.  J. 

John  F.  Dryden, 

James  W.  Alexander 


THE  WITNESS:  Mr.  Alexander  has  resigned. 

MR.  HUGHES: 

James  H.  Hyde, 
Leslie  D.  Ward, 
Thomas  N.  McCarter, 
Edgar  B.  Ward, 
William  Scheerer, 
Schuyler  B.  Jackson, 
Uzal  H.  McCarter, 
Jerome  Taylor, 
William  N.  Coler,  Jr.  , 
William  H.  Staake , 


THE  WITNESS:  Mr.  Staake  has  resigned. 
VIR.  HUGHES: 

Forrest  F.  Dryden, 
Henry  S.  Redmond, 
Charles  A.  Freick, 
Bernard  Strauss, 
John  C.  Eisele, 
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William  H.  Mclntyre, 
Anthony  R.  Kuser, 
Henry  Rogers  Winthrop, 
Mark  T.  Cox, 
Henry  M.  Doremus, 
Otto  H.  Kahn, 
Jacob  E.  Ward, 
Robert  H.  McCarter. 

THE  WITNESS:  I  think  that  is  correct. 

O.  Has  anyone  been  elected  to  take  the  place  of  Mr.  Alex- 
ander?   A.  No. 

Q.  Or  of  Mr.  Staake?    A.  No,  sir. 

MR.  HUGHES:  I  will  read  upon  the  record  the  list  of  direc- 
tors of  the  Public  Service  Corporation 

MR.  LINDABURY:  This  gentleman  says  that  there  has  been 
an  election  to  take  the  place  of  Mr.  Staake,  Mr.  Wilbur  Johnson. 

THE  WITNESS:  I  beg  pardon,  that  is  true. 

AIR.  HUGHES: 

DIRECTORS  PUBLIC  SERVICE  CORPORATION. 

David  Baird , 

THE  WITNESS:  David  Baird  has  resigned. 

MR.  HUGHES: 

Thomas  C.  Barr, 
Samuel  T.  Bodine, 
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John  J.  Burleigh, 
A.  B.  Carhon, 
Walton  Clark, 
Mark  T.  Cox, 
Thomas  Dolan, 
John  F.  Dryden, 
George  R.  Gray, 
Hugh  H.  HamiU, 
W.  C.  Heppenheimer, 
A.  R.  Kuser, 
Lewis  Lillie, 
Thomas  N.  McCarter, 
U.  H.  McCarter, 
Randal  Morgan, 
F.  W.  Roebling, 
John  F.  Shanley, 
Charles  A.  Sterling, 
P.  F.  Wanser, 
Leslie  D.  Ward, 
John  I.  Waterbury, 
E.  F.  C.  Young. 

Q.  Has  anyone  been  elected  in  the  place  of  Mr.  Baird?  A. 
No,  sir,  not  to  my  knowledge. 

Q.  Has  the  Prudential  Company  ever  placed  on  deposit  with 
the  Fidelity  Company  moneys  to  enable  the  latter  to  assist  in 
the  acquisition  of  securities?    A.  No,  sir. 

Q.  Take  for  example  the  acquisition  by  the  Prudential  of  five 
hundred  thousand  dollars  of  the  Newark  Consolidated  Gas  Com- 
pany bonds,  can  you  recall  why  it  was  that  the  Prudential  took 
those  from  the  Fidelity?  A.  Only  that  the  Fidelity  had  them 
for  sale. 

Q.  Did  not  the  Fidelity  acquire  a  large  amount  of  the  bonds 


4981 


Testimony  of  John  F.  Dryden 

on  the  understanding  that  the  Prudential  would  take  part  of 
them  ?    A.  No,  sir,  not  to  my  knowledge. 

Q.  Was  there  not  an  issue  of  stock  so  that  certain  shares  of 
stock  or  one  share  of  stock  went  with  each  bond?  A.  The 
Newark  Gas  Company? 

O.  Yes.  The  Newark  Consolidated  Gas  Company.  A.  Not 
to  my  knowledge,  no.    I  know  nothing  of  that  kind. 

Q.  Did  not  the  officers  or  certain  of  them  of  the  Prudential 
receive  certain  of  the  stock  of  the  Newark  Consolidated  Gas 
Company  which  went  with  the  bonds  that  were  issued?  A.  No, 
sir,  I  do  not  know  anything  about  that,  not  to  my  knowledge. 

Q.  You  did  not  receive  any  of  the  stock  of  the  Newark  Con- 
solidated Gas  Company  ?    A.  Not  with  any  bonds  that  I  bought. 

Q.  What  is  that?  A.  No,  sir,  not  with  any  bonds  that  I 
bought. 

Q.  No,  but  what  I  am  getting  at  is  this,  did  not  the  Prudential 
buy  bonds,  which  if  it  had  taken  direct  it  would  have  received  to- 
gether with  stock  ?    A.  No,  sir. 

Q.  And  were  not  the  bonds  bought  through  the  Fidelity,  and 
did  not  certain  officers  of  the  Prudential  acquire  the  stock  which 
would  otherwise  have  gone  with  the  bonds?  A.  There  is  no 
connection  whatever  in  the  transaction  of  our  buying  those 
bonds  with  any  other  transaction.  We  have  never  been  con- 
nected in  any  instance  with  any  transaction  connected  with  any 
enterprise  in  which  stock  was  involved,  and  which  went  for  a 
part  of  the  consideration.  Our  purchase  of  bonds  has  been  dis- 
tinct and  clear  and  separate  from  any  transaction  of  that  kind  or 
any  other  transaction  similar. 

Q.  In  other  words,  no  officer  of  the  Prudential  had  ever  re- 
ceived any  stock  as  bonus?    A.  No,  sir. 

Q.  Stock  for  which  the  officers  did  not  themselves  pay?  A. 
No,  sir. 

Q.  In  connection  with  a  subscription  for  bonds  made  either 
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directly  or  through  the  Fidelity  Trust  Company  ?  A.  I  have  no 
knowledge  of  any  such. 

Q.  No  knowledge  of  anything  of  that  kind?    A.  No,  sir. 

Q.  Do  you  know  whether  the  Fidelity  took  a  large  block  of 
the  bonds  I  have  mentioned  of  the  Newark  Consolidated  Gas 
Company  at  about  90  and  then  sold  to  the  Prudential?  A.  I 
think  they  took  a  large  block  of  the  bonds. 

Q.  About  three  million  dollars?    A.  I  could  not  recall  that. 

Q.  Did  not  the  Fidelity  obtain  a  bonus  of  stock  in  connection 
with  those  bonds  ?  A.  Very  likely  it  did,  but  that  was  an  opera- 
tion of  the  Fidelity  Company 

Q.  But  the  Prudential A.  Entirely  distinct  and  separate 

from  the  Prudential. 

Q.  But  the  Prudential,  that  paid  five  hundred  thousand  dollars 
for  some  of  these  bonds,  did  not  get  any  of  the  stock?  A.  No, 
and  we  had  no  connection  with  any  transaction  involving  the 
stock. 

Q.  But  that  was  because  you  bought  the  bonds  simply  from 
the  Fidelity?    A.  Precisely,  as 

Q.  Paying  the  Fidelity  the  same  price  as  the  Fidelity  paid? 
A.  I  don't  recollect  what  we  paid.  I  do  not  remember,  but  we 
bought  the  bonds  as  a  clear-cut,  separate  transaction. 

Q.  But  as  a  result  of  the  transaction  the  Fidelity  got  stock 
with  the  bonds,  and  the  Prudential  did  not  ?  A.  And  the  Fidelity 
did  things,  probably,  which  the  Prudential  did  not  do.  That  is 
to  say,  it  would  not  undertake  to  finance  anything  of  that  kind. 
We  have  never  gone  into  transactions  of  that  kind.  Our  pur- 
chases have  all  been  independent,  separate  and  distinct  from  any 
transaction  involving  stock  whatever.  I  want  to  make  that  as 
emphatic  as  I  can,  because  we  have  kept  absolutely  clear  from 
anything  of  that  kind. 

Q.  When  bonds  have  been  issued,  and  offered  to  public  sub- 
scription in  connection  with  which  stock  has  also  been  offered  as 
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a  bonus,  is  it  not  a  fact  that  the  Prudential  has  through  the  Fi- 
deHty  taken  bonds,  and  the  Fidelity  has  obtained  all  the  stock 
bonuses  or  officers  of  the  Fidelity  or  Prudential  have  had  some 
of  the  stock  bonuses?  A.  It  is  probably  true  that  we  have 
bought  bonds  from  the  Fidelity,  and  from  others  when  originally 
those  bonds  may  have  been  sold  the  company  putting  them  out 
together  with  stock ;  but  it  has  been  our  invariable  policy  to  keep 
entirely  clear  from  any  transactions  of  that  nature. 

Q.  But  the  result  has  been  to  give  to  the  Fidelity  the  profit 
in  stock  which  on  a  pro  rata  basis  the  Prudential  would  have 
shared?  A.  The  Prudential  would  have  shared  if  we  had  per- 
mitted the  Prudential  to  share  in  enterprises  of  that  kind. 

Q.  That  is  to  make  a  direct  subscription  for  the  bonds?  A. 
Yes.  I  may  say  that  in  the  decision  of  the  Vice-Chancellor  of 
New  Jersey  in  the  Roebottom  case  the  Vice-Chancellor  held  that 
under  our  power — under  the  power  of  our  law  we  had  no  right 
to  subscribe  for  stock. 

Q.  Or  to  take  stock  as  a  bonus  in  case  you  subscribed  for 
bonds  ?    A.  He  held  we  had  no  right  to  subscribe  for  bonds. 

Q.  To  subscribe  for  bonds?  A.  Yes,  sir,  and  that  our  only 
way  of  getting  bonds  was  to  buy  them  in  the  market  after  they 
had  been  sold  by  the  company  putting  out  the  bonds.  We  have 
since  obtained  an  amendment  to  that  law.  We  thought  it  was 
bad  policy  to  be  in  that  position,  but  still  that  was  his  decision. 

Q.  And  the  result  of  that  would  be  that  if,  for  example,  in  such 
a  case  as  I  have  put,  five  hundred  thousand  dollars  in  stock 
would  go  with  five  hundred  thousand  in  bonds,  the  Prudential 
would  pay  for  the  bonds  and  not  get  the  stock  ?  A.  The  Pruden- 
tial, in  the  first  place  in  the  case  you  have  cjted,  never  had  the 
opportunity. 

Q.  Could  it  not  have  had  it?  A.  It  never  had  the  opportunity 
to  subscribe  for  those  bonds  or  stocks.  We  were — they  were  not 
offered  to  the  Prudential.    If  they  had  been  offered  to  the  Pru- 
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dential,  the  Prudential  would  not  have  taken  them,  because  we 
do  not  engage  in  transactions  of  that  kind. 

Q.  But  why  should  not  the  Fidelity  have  given  the  Prudential 
the  same  advantage  which  it  enjoyed  pro  rata  in  the  stock  which 
went  with  the  bonds  ? 

MR.  LINDABURY :  The  Prudential  underwrote  that  trans- 
action. 

Q.  I  would  be  glad  to  have  that  brought  out.  That  is  the  ex- 
planation ?    A.  Yes,  sir. 

Q.  Then  the  Fidelity  got  the  stock  for  the  underwriting  of  it? 
A.  Yes,  sir. 

Q.  Then  the  Prudential  does  not  engage  in  underwriting?  A. 
No. 

Q.  And  hence  did  not  share  in  the  profits  of  the  underwriting; 
that  is  the  point  ?    A.  Yes. 

Q.  At  last  we  have  got r 

MR.  LINDABURY:  The  Fidelity  sold  the  Prudential  the 
same  as  it  did  the  public  generally. 

Q.  Then  the  Prudential  appears  on  the  scene  as  a  purchaser 
from  the  Fidelity.    A.  Precisely. 

Q.  In  entering  into  its  underwriting  engagements,  the  Fidelity 
is  aided  by  the  moneys  which  the  Prudential  keeps  with  it?  A. 
Of  course  the  moneys  that  we  keep  with  the  Fidelity  undoubtedly 
aid,  as  the  other  moneys  that  are  deposited  with  it  by  other 
people. 

Q.  Do  you  not  keep  such  deposits  with  the  Fidelity  as  will 
enable  it  to  transact  such  business  as  the  Directors  of  the  Fidelity 
deem  profitable  ?  A.  If  you  mean  by  that  for  the  purpose  of  en- 
aEling  it  to  do  so,  I  say  no.    If  you  mean  as  a  fact  that  the  Fi- 
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delity  avails  itself  of  whatever  moneys  we  have  deposited  with 
it,  together  with  whatever  moneys  other  people  may  have  depos- 
ited with  it,  that  of  course  is  a  fact,  and  that  is  the  way  a  trust 
company  does  business. 

Q.  If  a  transaction  comes  up  which  looks  attractive  and  it  is 
convenient  for  the  Fidelity  to  have  a  couple  of  millions  of  dol- 
lars to  go  into  that,  there  is  no  trouble  about  the  Prudential 
keeping  that  amount  on  deposit  with  the  Fidelity?  A.  Well, 
there  would  be  a  great  deal  of  trouble  for  them  to  get  it. 

Q.  They  would  not  be  allowed  to  have  it  for  that  purpose?  A. 
No,  they  would  not. 

MR.  LINDABURY:  Will  not  you  bring  out  the  fact  that 
millions  of  these  bonds  were  sold  to  the  public  at  the  same  price 
they  were  sold  to  the  Prudential  ? 

Q.  Reference  is  made  by  Mr.  Lindabury  to  other  sales  made 
by  the  Fidelity.  Did  the  Fidelity  enter  into  a  syndicate  and  take 
a  large  part  of  the  bonds  on  its  subscription?    A.  Yes. 

Q.  And  then  it  marketed  the  bonds  ?    A.  Yes. 

Q.  And  the  Prudential  bought  the  bonds?  A.  We  bought  a 
certain  proportion  of  the  bonds.  In  the  statement  we  filed  with 
you  it  says  what  percentage  out  of  the  total  issue  of  those  bonds 
the  Prudential  owned  and  the  investing  public  owned  the  bal- 
ance. 

MR.  LINDABURY :  Do  you  remember  what  the  percentage 
was  in  that  case  ? 

THE  WITNESS :  I  do  not  remember  in  that  particular  case. 
There  were  sixteen  companies  referred  to  in  the  list. 

MR.  LINDABURY:  It  is  very  small? 
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THE  WITNESS :  It  is  very  small. 

Q.  So  whatever  syndicate  operations  or  underwriting  agree- 
ments are  made  in  which  the  individuals  interested  in  the  Pru- 
dential may  be  interested,  they  are  made  through  the  Fidelity 
company  and  the  Prudential  acts  as  a  purchaser  in  buying  such 
as  it  may  care  to  buy  from  the  Fidelity.  A.  We  buy  securities 
from  any  responsible  party  who  may  offer  them  to  us  on  terms 
that  are  satisfactory  to  us.  We  have  to  be  sure  of  two  things, 
first,  that  securities  that  we  buy  come  from  responsible  houses ; 
second,  that  they  are  sold  at  the  right  prices.  Being  satisfied 
of  those  two  things,  if  the  bonds  are  of  such  a  kind  that  we  think 
they  are  proper,  they  constitute  a  proper  investment  for  the  Pru- 
dential, we  buy  them  without  reference  to  who  may  bring  them 
to  us. 

Q.  But  you  keep  the  Prudential  in  the  position  of  a  simple 
purchaser  in  the  market  ?    A.  Absolutely. 

Q.  And  the  Fidelity  is  in  the  position  of  a  trust  company  mak- 
ing such  money  as  it  can  through  its  connection  with  enterprises 
that  are  deemed  profitable?    A.  Yes,  sir. 

Q.  And  the  officers  of  the  Prudential,  who  are  also  officers  of 
the  Fidelity,  if  they  are  interested  in  the  matters,  become  inter- 
ested in  them  through  their  connection  with  the  Fidelity,  keeping 
the  Prudential  apart  from  them?    A.  Yes,  sir. 

Q.  The  result  of  that  is  that  any  profits  upon  underwriting 
schemes  on  the  one  hand  are  not  shared  by  the  Prudential  and 
any  risks  that  are  engaged  in  on  the  other  hand  are  not  entered 
into  or  are  not  taken  by  the  Prudential  ?    A.  That  is  it,  sir. 

Q.  But  of  course,  as  you  say,  whatever  amount  vou  keep  on 
deposit  with  the  Fidelity  is  used  by  it  like  other  money  on  deposit 
with  the  Fidelity  for  such  purposes  as  it  may  deem  proper?  A. 
Yes. 
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THE  WITNESS :  I  think,  Mr.  Hughes,  it  occurs  to  me  in 
justice  to  the  2d  Vice-president,  I  think  I  ought  to  say  that 
Mr.  James  Perry  who  was  referred  to  a  while  ago  is  not  a  rela- 
tive of  the  2d  Vice-president  but  is  a  relative  through  his  wife 
of  the  1st  Vice-president.  I  think  I  stated  he  was  a  relative 
of  both  officers. 

Q.  Did  the  Fidelity  Trust  Company  underwrite  the  forma- 
tion of  the  Public  Service  Corporation?    A.  No. 

Q.  It  was  not  interested  in  that?  A.  No,  except  as  a  stock- 
holder. 

MR.  HUGHES :  I  will  note  upon  the  record  from  the  Bank 
Report  of  New  Jersey  for  1905  that  the  Fidelity  Trust  Com- 
pan)'-  is  the  owner  of  the  following  securities : 

Public  Service  Corporation  of  New  Jerse)^,  interest  bearing 
certificates  cost  $760,743.23  ;  par  value  $1,100,210;  market  value 
$808,654.35. 

Public  Service  Corporation  of  New  Jersey  stock  cost  $2,189,- 
078.59;  par  value,  $2,189,200;  market  value,  $3,064,880. 

Union  National  Bank  stock,  cost  $618,800.28;  par  value, 
$150,500;  market  value,  $662,200. 

Prudential  Insurance  Company  stock,  cost  $5,997,900;  par 
value,  $999,650;  market  value,  $5,997,900. 

Also  the  following  statement  from  the  same  report  of  the 
Fidelity  Trust  Company's  liabilities : 

Capital  stock  paid  in  in  cash  $2,000,000. 

Surplus  fund  $6,500,000. 

Undivided  profits,  net  amount,  $2,179,873.77. 

Time  deposits  $1,607,546.76. 

Demand  deposits,  $9,886,683.48. 

Due  to  banks  and  bankers  and  trust  companies,  $4,513,119.22. 
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Q.  Who  acts  on  the  part  of  the  Fidelity  Trust  Company  in 
making  sales  of  securities  to  the  Prudential,  what  committee 
or  officers  ?  A.  Usually  they  are  sold  by  the  officers,  the  Pres- 
ident or  the  Secretary  and  Treasurer. 

Q.  Is  the  sale  passed  on  by  a  Finance  Committee?    A.  Yes. 

Q.  Who  are  on  that  Finance  Committee?  A.  I  am  a  mem- 
ber of  it,  the  Vice-president,  Dr.  Ward,  Mr.  Mark  T.  Cox,  Mr. 
Jerome  Taylor,  Mr.  Henry  Rogers  Winthrop,  Mr.  Thomas  N. 
McCarter,  Mr.  Uzal  H.  McCarter.    I  think  that  is  all. 

Q.  Who  are  on  the  Finance  Committee  of  the  Prudential, 
who  would  pass  upon  the  purchases  made  from  the  Fidelity 
Trust  Company?  A.  Mr.  Edgar  B.  Ward,  Mr.  U.  H.  Mc- 
Carter, Mr.  Edward  Kanouse,  and  Mr.  A.  R.  Kuser,  and  myself. 
And  I  wish  to  say  with  respect  to  the  practice  of  the  Finance 
Committee  of  the  Prudential,  that  never  from  the  foundation 
of  the  company,  down  to  the  present  time,  so  far  as  I  know, 
has  there  ever  been  a  loan  passed  or  approved  by  that  Com- 
mittee when  there  was  a  single  objection  to  it,  by  any  member 
of  the  Finance  Committee.  That  is  a  fixed  rule  in  our  com- 
pany. 

Q.  Do  the  same  individuals  act  on  both  committees  in  rela- 
tion to  the  transactions  between  the  Fidelity  Trust  Company 
and  the  Prudential?    A.  Some  of  them,  but  not  all. 

Q.  You  have  answered  a  question.  Senator  Dryden,  to  the 
effect  that  the  officers  of  the  Prudential  are  not  interested  'in 
any  syndicate  where  the  Prudential  buys  securities  from  the 
syndicate  managers.     A.  Yes,  sir. 

Q.  That  is  because  the  Prudential  never  buys  securities 
from  the  syndicate  managers,  is  it  not?  A.  I  do  not  know 
that  that  is  the  cause,  but  that  is  the  fact. 

Q.  Well,  that  is  the  fact?    A.  Yes,  sir,  that  is  the  fact. 

Q.  So  that  in  the  nature  of  things  there  would  be  no  oppor- 
tunity to  share  in  any  such  profits  because  it  is  the  policy  of 
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the  company  not  to  buy  from  syndicate  managers?     A.  Yes, 
sir. 

Q.  But  the  officers  of  the  Prudential  are  interested;  are  they 
not,  in  syndicates  where  the  Fidelity  buys  from  the  syndicate 
managers  and  resells  to  the  Prudential?  A.  That,  I  think  is 
so  in  some  instances. 

Q.  And  when  the  Fidelity  enters  to  underwritings  of  that 
description  it  knows  what  it  can  place  with  the  Prudential? 
A.  No,  sir. 

Q.  What  securities  it  will  take?  A.  By  no  means.  The 
Fidelit}'-  goes  of  its  own  motion  at  its  own  risk,  and  in  pursu- 
ance of  its  own  policy. 

Q.  But  of  course,  it  is  a  comfortable  thing  to  know  that  the 
Fidelity  has  a  purchaser  for  its  securities?  A.  They  do  not 
know  in  advance  that  they  have  any  purchaser  with  us.  I 
want  to  say  that  in  any  purchase  that  we  have  ever  made  from 
the  Fidelity  Trust  Company  we  have  pursued  absolutely  and 
completely  the  same  policy  that  we  would  pursue  in  purchas- 
ing them  from  any  other  party  whatever. 

Q.  You  have  held  yourself  so  independent  that  you  could 
give  an  absolutely  unbiased  judgment  as  to  the  propriety  of 
the  purchase  from  the  Fidelity,  notwithstanding  your  interest 
in  the  Fidelity?  A.  We  have.  I  cannot  make  that  point  too 
emphatic. 

BY  MR.  COX: 

Q.  Do  you  recall  how  much  time  intervened  in  that  partic- 
ular case  referred  to  by  Mr.  Hughes,  between  the  purchase  by 
the  Fidelity  and  the  sales  to  the  Prudential?  A.  I  do  not  re- 
call the  time.     I  have  really  no  recollection  upon  that  matter. 
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BY  MR.  HUGHES: 

Q.  Mr.  Mark  T.  Cox  has  been  mentioned  as  a  Director  of  the 
Fidelity  Trust  Company.  He  is  also  a  director  of  the  Public 
Service  Corporation.  He  is  also  a  member  of  the  firm  of  Rog- 
ers, Winthrop  &  Company,  is  he  not?    A.  Yes,  sir. 

Q.  Through  whom  your  company  does  most  of  its  bond 
business?    A.  Yes,  sir. 

Q.  Mr.  Lindabury  suggested  that  I  ask  how  many  syndi- 
cates the  Fidelity  Company  has  been  in?     A.  Well,  very  few. 

Q.  He  says  only  two,  is  that  correct?  A.  I  think  proba- 
bly that  is  correct,  very  few  syndicates. 

Q.  What  were  those  two?  A.  I  suppose  one  was  this  New- 
ark Gas  Company  or  the  Essex  and  Hudson 

MR.  LINDABURY:  And  the  other  was  the  South  Jersey 
Traction. 

THE  WITNESS :  And  the  other  was  the  South  Jersey  Trac- 
tion, yes. 

MR.  HUGHES:  Was  it  the  South  Jersey  Traction? 

THE  WITNESS :  No,  it  was  not  in  the  South  Jersey  Trac- 
tion. 

MR.  LINDABURY:  The  Gas  Company  and  the  Public 
Service  Corporation? 

THE  WITNESS:  Yes. 

Q.  Senator,  you  have  given  considerable  attention  to  the 
question  of  the  desirability  of  Federal  supervision  of  corpora- 
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tions.  What  are  your  views  upon  that  question?  That  is, 
rather  upon  the  limitation  of  the  efficiency  of  State  supervision? 
A.  My  attention  has  been  directed  more  to  the  effect  of  Federal 
supervision  upon  insurance  corporations  rather  than  upon  cor- 
porations in  gfeneral. 

Q.  Just  amend  my  question  and  make  it  insurance  corpora- 
tions. We  have  enough  to  deal  with  without  going  into  cor- 
porations in  general. 

MR.  LINDABURY:  The  Senator  had  better  begin  over 
again. 

MR.  HUGHES :  Yes,  I  did  not  intend  it  so  broadly. 

THE  WITNESS :  I  have  felt  for  a  good  while  that  if  it  were 
possible  to  have  a  Federal  Department  established  which  could 
supervise  all  the  interests  of  the  companies  doing  interstate 
insurance,  it  would  be  of  great  advantage  to  the  policyholders 
of  the  country  in  particular  and  to  the  companies  themselves. 
In  November,  1904,  before  any  of  the  present  insurance  troubles 
arose,  I  made  an  address  before  the  Boston  Life  Underwriters 
Association  in  which  I  spoke  at  about  half  an  hour  or  forty 
minutes'  length  on  that  theme,  then  advocating  it ;  my  treatise 
of  it  being  rather  historical  and  from  the  practical  standpoint 
than  otherwise.  I  think  that  those  who  are  for  and  those  who 
are  against  Federal  control  will  be  found  in  general  to  be  di- 
vided by  two  well-defined  lines  of  policy.  One  will  be  that 
which  divides  upon  the  constitutional  phase  of  the  question. 
And  I  find  that  there  are  great  lawyers  upon  each  side  of  that 
question.  I  therefore  assume  that  the  power  of  Congress 
under  the  commerce  clause  to  regulate  this  subject  is  a  de- 
batable question.  I  am  quite  aware  of  the  decisions  which 
have  been  rendered  by  the  Supreme  Court  in  which  they  have 
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held  that  insurance  between  the  States  is  not  commerce.  Begin- 
ning with  the  decision  of  Justice  Field  in  the  case  of  Paul  vs. 
Virginia  and  coming  down  to  the  present  time,  there  have  been 
a  number  of  such  decisions;  every  one  of  those  decisions  has 
been  based  upon  State  legislation.  There  never  has  yet  been  a 
Federal  statute  which  has  raised  that  issue  and  upon  which  it 
has  carried  to  the  Supreme  Court.  As  a  layman  I  am  inclined 
to  the  belief  that  if  a  distinct  law  was  passed  by  Congress  de- 
fining interstate  insurance,  not  as  an  incident  but  as  an  instru- 
mentality of  commerce,  and  that  issue  thus  made  was  carried 
to  the  Supreme  Court,  it  might  possibly  take  a  view,  and  I 
should  hope  it  would  take  a  view,  favorable  to  the  power  of 
Congress  so  to  legislate. 

In  Hamilton's  great  Letter  to  Washington  on  the  power  of 
the  government  to  create  government  banks  he  says,  as  a  part 
of  his  opinion  that  'As  one  of  the  derived  powers — one  of  the 
resulting  powers,  is  the  word  he  used — one  of  the  resulting 
powers  of  the  commerce  clause  is  among  other  things  to  reg- 
ulate policies  of  insurance.'  Now  for  a  layman  at  any  rate  it 
is  difficult  to  understand  why,  if  the  sending  of  a  message  over 
a  telegraph  wire  is  interstate  commerce,  or  why,  if  the  taking 
of  a  lottery  ticket  from  one  State  and  carrying  it  into  another 
and  selling  that  ticket  is  interstate  commerce — I  say  it  is  diffi- 
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cult,  it  seems  to  me,  for  a  layman  to  understand  why  the  trans- 
actions of  insurance  are  not  interstate  commerce.  But  I  ought 
not  to  talk  to  lawyers  on  constitutional  questions. 

Now,  if  we  come  to  the  practical  side  of  the  matter,  it  seems  to 
me  there  are  three  very  important  advantages  which  become  at 
once  important,  if  the  Federal  Government  can  constitutionally 
establish  a  department.  Let  me  name  first  the  protection  of  Amer- 
ican companies  doing  business  in  foreign  countries.  Everyone 
understands  that  the  arm  of  the  State,  the  arm  of  no  State  in  the 
Union  is  long  enough  to  reach  out  its  protecting  care  over  a  com- 
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pany  doing  business  in  a  foreign  country,  and  the  only  way  to 
remedy  injustice  and  wrong  and  iil-treatment  on  the  part  of  a 
foreign  government  towards  an  American  company  doing  busi- 
ness in  that  foreign  country  is  to  seek  the  good  offices  of  the  State 
Department  at  Washington,  who  can  simply  respectfully  lay  the 
subject  for  consideration  before  that  government;  but  it  is  power- 
less, I  think,  to  enforce  equity  and  fair  treatment  in  matters  of 
that  kind. 

Now  another  class  of  cases  in  which  I  think  the  Federal  Gov- 
ernment would  be  greatly  benefited  is  in  the  case  of  many  fraudu- 
lent insurance  companies.  Not  in  life  insurance  companies  much, 
we  are  not  greatly  afflicted  'with  that  evil,  there  is  very  little ;  but 
I  am  told  that  the  fire  insurance  companies — not  here  in  the  East, 
but  in  the  West  and  in  the  South,  to  a  large  extent  are  afflicted  by 
the  evil  of  competition  of  irresponsible,  reckless  and  unworthy 
insurance  companies.  So  great  did  this  trouble  become  that  sev- 
eral years  ago  at  the  convention  of  Insurance  Commissioners  of 
the  various  States  they  appointed  a  committee  composed,  I  think, 
of  five  members  of  that  body  to  devise  ways  and  means  by  which 
the  public  would  be  protected  from  the  preying  upon  them  by 
these  worthless  concerns.  A  year  ago  last  winter,  that  committee 
having  worked  out  a  proposition,  came  to  Washington  and  asked 
me  to  introduce  in  the  Senate  a  bill  which  should  prohibit  the  use 
of  the  mails  to  such  corporations.  At  the  request  of  that  com- 
mittee I  introduced  the  bill  and  it  was  referred  to  the  Committee 
on  Postoffices  and  Post  Roads.  A  day  of  hearing  was  set  and 
the  fire  insurance  men  came  in  large  numbers,  important  men  in 
business,  to  protest  against  the  passage  of  that  bill ;  because  while 
the  design  of  it*  was  to  protect  the  public  against  the  wrongs  per- 
petrated upon  them  by  the  class  of  companies  to  which  I  have 
alluded,  it  was  feared  that  it  could  not  be  put  into  operation  with- 
out the  honest  and  responsible  companies  suffering  at  the  same 
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time.  And  the  result  of  it  was  that  the  Postoffice  Committee  took 
no  action  'whatever,  or  at  any  rate  failed  to  report  it. 

Now,  if  we  had  a  national  department  it  could  cross  imaginary 
State  lines ;  it  could  pursue  these  companies  wherever  they  go  to. 
I  was  told  by  the  insurance  men  and  Commissioners  that  it  is  the 
practice  of  some  of  these  worthless  companies  to  incorporate  in 
one  State,  but  never  to  issue  a  policy  in  the  State  of  its  incorpora- 
tion, so  that  they  cannot  be  reached  there  on  account  of  any  actual 
transaction,  but  go  into  another  State,  and  when  they  are  over- 
taken, they  take  up  their  effects  and  move  to  another  State ;  and  so 
on,  and  on  and  on.  Now  one  benefit  could  be  that  the  National 
Government  could  reach  those  corporations  anywhere  that  they 
might  operate  outside  of  the  State  of  their  own  incorporation. 

But  perhaps — at  any  rate  it  seems  to  me — ^that  one  of  the  great- 
est advantages  to  come  from  a  national  department  would  be  the 
establishment  of  a  code  of  insurance  laws,  the  passage  of  a  code  of 
insurance  laws  which  would  be  uniform,  well-devised  and  per- 
sistent. One  of  the  great  evils  of  the  business  to-day  is  the  mul- 
tiplicity of  insurance  codes,  which  we  have  in  the  different  States. 
I  do  not,  by  implication  in  any  remark  I  may  make  upon  this  sub- 
ject, mean  to  reflect  upon  the  honesty  of  any  legislatures  or  upon 
any  insurance  departments.  I  am  not  speaking  from  that  point 
of  view.  But  'we  get  a  multiplicity  of  laws;  Massachusetts  has 
one  set;  New  York  has  another  set;  New  Jersey  has  a  different 
set ;  California  has  still  another  set,  and  Louisiana  a  different  one 
from  any  of  them ;  and  the  result  of  it  is  that  the  companies  do  not 
know  and  cannot  know  from  time  to  time  what  requirements  are 
expected  of  them,  or  with  what  rules  and  regulations  and  laws 
they  must  comply.  We  have  had  in  a  very  recent  date  noted 
litigation  in  one  of  our  States  upon  the  interpretation  of  a  statute 
which  had  been  in  force  I  think  for  twenty-five  years,  certainly 
for  a  long  time,  and  upon  which  a  certain  interpretation  had  been 
given  and  followed.     But  a  new  commissioner  comes  into  office ; 
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he  reads  that  law  differently,  and  he  puts  a  new  interpretation 
upon  that  law,  and  he  requires  the  company  to  comply  with  his 
interpretation.  The  result  of  it  is  the  companies,  at  great  expense 
and  trouble,  must  go  to  the  Courts  for  the  interpretation  of  a  la'w 
which  has  been  upon  the  Statute  books  for  many  years.  Now, 
the  difficulties  which  have  been  recited  before  this  Committee  from 
time  to  time,  it  seems,  to  me,  largely  grow  out  of  this  very  condi- 
tion of  affairs.  It  has  been  proposed,  and  is  now  proposed  by 
some  gentlemen  interested  in  this  subject,  to  try  to  get  uniformity 
of  legislation  among  the  several  States.  How  long  has  the  effort 
been  made  to  get  uniformity  of  legislation  upon  the  question  of 
divorce,  for  instance!  Some  years  ago  the  insurance  commis- 
sioners at  their  convention  appointed  a  committee  to  bring  about 
this  very  condition  of  things — uniformity  of  legislation.  Nothing 
ever  came  of  it.  We  are,  with  respect  to  insurance,  in  almost  the 
same  condition  that  we  were  with  respect  to  commerce  under  the 
old  Confederation,  and  the  evils  of  'which,  more  than  any  other 
influence,  contributed  to  the  adoption  of  our  present  Constitution. 
Now,  these  things,  as  I  understand  the  case,  cannot,  from  a 
practical  standpoint,  be  cured  so  long  as  we  are  dependent  upon 
the  different  laws  of  fifty  different  legislative  bodies.  Men's 
minds  look  at  this  question  differently ;  what  one  man  may  think  is 
a  good  law,  another  man  thinks  is  a  bad  law,  and  so  it  goes  on. 
And  it  seems  to  me  that  it  is  hopeless  ever  to  expect  to  accomplish 
anything  that  will  bring  about  uniformity  and  persistency  so  that 
the  companies  may  know  what  they  have  to  comply  with  until  and 
unless  the  General  Government  can  establish  a  Federal  code. 

Q.  At  present  the  insurance  companies  are  somewhat  at  a  dis- 
advantage because  of  the  power  resident  in  insurance  commis- 
sioners of  different  States  to  revoke  their  license,  are  they  not? 
A.  Yes,  sir. 

Q.  How  general  is  it  that  the  insurance  commissioners  have  the 
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power  to  revoke  the  license  of  a  corporation  ?  Is  it  in  most  of  the 
States?  A.  I  think  so,  at  any  rate  I  think  it  is  a  power  that  is 
claimed. 

A.  Claimed  to  exist?    A.  Yes,  sir. 

Q.  The  insurance  companies  would  be  glad  to  get  rid  of  that 
power,  would  they  not?  A.  Undoubtedly  they  would,  although 
let  me  say  that  with  regard  to  a  Federal  Department,  the  insurance 
companies  are  by  no  means  unanimous  in  their  views  upon  that 
subject. 

Q.  Of  course,  the  insurance  companies  would  remain  subject  to 
visitation  on  the  part  of  the  State  creating  them  respectively? 
A.  Undoubtedly. 

Q.  And  the  power  of  visitation  on  the  part  of  States  where  they 
may  do  business,  but  in  which  they  have  not  been  organized  or 
chartered,  is  regarded  as  something  of  a  nuisance?     A.  Yes,  sir. 

Q.  And  Federal  supervision  would,  Senator,  so  place  trans- 
actions outside  of  the  State  of  incorporation  on  your  theory  of  the 
power  of  Congress  to  provide  for  such  supervision,  in  one  bureau 
or  department?    A.  Yes,  sir. 

Q.  All  the  visitations  ?  A.  And  I  would  confer  on  that  depart- 
ment absolute  power  or  sufficient  power  to  investigate  with  the 
utmost  thoroughness  and  to  give  the  utmost  publicity  to  the  affairs 
of  any  company  doing  interstate  insurance. 

Q.  Do  you  think  that  would  tend  to  minimize  the  inquisition  to 
which  insurance  companies  are  subject?  A.  I  think  it  would  tend 
to  put  a  far  more  effective  supervision;  in  many  of  the  States 
where  they  have  none  or  perhaps  very  few  insurance  compa- 
nies— -they  do  not,  I  suppose,  feel  justified  in  going  to  the  expense 
of  maintaining  a  department  thoroughly  equipped  for  examina- 
tion ;  the  burden  upon  the  State  would  be  such  that  it  probably 
would  not  be  tolerated.  Now,  with  a  general  department  under 
the  government,  a  department  thoroughly  equipped  with  experts 
and  ti'ained  men,  could  be  maintained,  and  I  can  see  no  advantage 
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in  seeing  fifty  different  departments,  if  you  please,  travel  over  the 
same  road  which  may  be  gained  more  thoroughly  and  better  by 
one  department  thoroughly  organized  and  equipped  for  the  pur- 
pose. 

Q.  Isn't  the  main  motive,  Senator,  the  fact  that  you  want,  for 
example,  to  do  business  in  New  York  or  Wisconsin  without  any 
power  on  the  part  of  New  York  or  Wisconsin  to  say  you  nay? 
A.  I  should  leave  with  the  Federal  Government  the  power  to  say 
whether  we  were  entitled  to  do  business  in  any  of  the  States  out- 
side of  the  State  in  which  we  were  incorporated. 

Q.  All  that  is,  of  course,  entirely  apart  from  the  legal  question 
which  you  first  mentioned?     A.  Yes,  sir. 

Q.  Now,  so  far  as  the  matter  of  uniformity  in  legislation  is 
concerned,  the  difficulties  of  which  you  speak  are  not  confined  to 
insurance;  the  embarrassments  sometimes  occasioned  by  con- 
trariety of  legislation  is  felt  in  a  good  many  departments  of 
life — you  recognize  that?  A.  That  is  undoubtedly  true,  Mr. 
Hughes,  but  insurance  in  its  very  nature  is  different  from  that  of 
the  ordinary  corporation.  An  ordinary  corporation,  not  a  com- 
mercial enterprise,  its  affairs  may  be  brought  to  an  end  speedily, 
and  without  long  delay,  but  a  life  insurance  corporation  in  par- 
ticular makes  contracts  which  extend  far  into  the  future ;  there- 
fore, it  becomes  necessary  to  supervise  carefully  and  thoroughly 
the  business  of  a  life  insurance  company,  to  protect  the  public. 
Our  American  public  have  been  educated  up  to  such  supervision 
by  our  State  departments,  and  I  am  satisfied  they  would  never  be 
content  with  anything  else.  Now,  in  Great  Britain  there  hardly 
is  any  supervision.  All  that  is  required  under  the  Act  of  Parlia- 
ment is  that  the  companies  shall  file  certain  schedules  with  the 
Board  of  Trade  of  London,  and  they  may  value  their  policies,  as  I 
understand  it,  upon  any  basis  that  the  company  chooses  to  adopt, 
but  the  basis  must  be  stated. 

Q.  Provided  that  the  public  may  know  what  it  is?     A.  So  that 
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the  public  may  know.  I  do  not  think  our  American  public  would 
be  satisfied  with  that,  and  we  must  have  supervision. 

Q.  But,  of  course,  the  State  is  in  a  position  to  effectively  super- 
vise if  it  chooses  the  corporations  doing  business  within  its  bor- 
ders? A.  Yes,  but  why  should  we  have  fifty  different  States 
going  over  and  doing  the  same  work,  provided  every  one  of  them 
does  its  work  properly  and  thoroughly? 

Q.  You  think  there  is  an  excess  of  supervision  now  required? 
A.  Yes. 

Q.  You  have  stated  your  views  very  fully ;  I  am  much  obliged 
to  you.  Does  the  Prudential  do  business  in  foreign  countries? 
A.  No,  sir,  we  do  no  business  outside  of  the  jurisdiction  of  the 
United  States. 

Q.  In  your  judgment  is  it  of  advantage  to  American  compa- 
nies to  do  business  abroad?  A.  Well,  an  expression  of  opinion 
might  be  construed  as  a  reflection  upon  other  companies  which 
have  pursued  that  policy.  I  would  rather  confine  my  statement 
to  the  fact  that  we  have  never  adopted  it;  we  do  not  do  business 
anywhere  outside. 

Q.  You  speak  of  the  importance  of  the  protection  of  such  com- 
panies as  do  business  abroad.  If  you  have  an  opinion  on  the  sub- 
ject that  you  care  to  express,  why  we  should  be  glad  to  have  it? 
A.  We  have  not  thought  it  wise  for  our  company  to  extend  its 
operations  beyond  the  jurisdiction  of  the  United  States,  but  some 
companies  have  done  so,  and  I  speak  only  of  the  protection  that 
might  be  afforded  to  such  companies. 

Q.  Have  you  an  opinion  upon  the  question  of  the  extent  to 
which  insurance  companies  should  be  permitted  to  add  to  their 
business?  A.  I  have  given  some  thought  to  that  subject,  and  it  is 
not  entirely  free  from  difficulty.  Supposing  a  law  was  to  be 
passed,  Umiting  the  amount  of  insurance,  for  instance,  that  might 
be  carried  by  any  one  company  to  two  billions  of  dollars.  Now, 
I  take  it  the  object  of  such  a  law  would  be  to  prevent  fhe  aggrega- 
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tion  and  accumulation  of  a  very  large  amount  of  money  in  the 
hands  of  a  few  men  in  order  to  prevent  an  improper  use  of  their 
influence  through  the  control  of  that  money.  Now,  supposing  the 
case  of  a  company  that  reached  the  limit;  it  has  an  organization 
which  has  cost  that  company  many  millions  of  dollars  to  create. 
Is  it  reasonable  to  suppose  that  if  the  company  reached  its  limit 
under  such  a  law  they  would  allow  such  a  valuable  organization 
which  is  an  asset  of  the  company  to  be  disintegrated  and  de- 
stroyed ? 

True,  they  could  not  write  any  more  business  under  the  charter 
of  that  company.  What  is  to  prevent  from  organizing  a  new 
company  and  using  that  same  organization  and  force? 

Q.  Well,  do  you  think  it  is  of  an  advantage  to  have  a  distribu- 
tion of  units,  or  do  you  think  it  is  of  an  advantage  to  go  on  in- 
definitely piling  up  accumulations  in  one  treasury?  A.  I  have 
grave  doubts  upon  the  wisdom  of  going  on  indefinitely.  I  only 
speak  of  the  possible  outcomes.  Personally  I  do  not  think  I  would 
object  to  a  reasonable  limitation.  I  would  not  like  to  see  a  limita- 
tion which  would  be  unfair  in  the  treatment  of  the  various  com- 
panies in  this  respect,  that  some  of  th^m  have  gotten  now  away 
ahead  of  the  other  companies,  and  that  the  companies  who  have 
not  reached  that  limit  should  be  cut  off  with  what  they  have  now, 
while  the  other  companies  should  be  allowed  to  retain  what  they 
have. 

BY  MR.  COX: 

Q.  There  ha.ve  been  three  distinct  limitations  suggested,  one 
being  a  territorial  limit  which  might  confine  companies,  for  in- 
stance, to  the  United  States ;  another  to  the  annual  amount  of  busi- 
ness which  they  might  be  permitted  to  write ;  and  third,  the  gross 
amount  of  business  which  they  might  attain..  Have  you  any  sug- 
gestions to  make  with  reference  to  those  three  methods,  or  any 
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others?    A.  I  would  hardly  like  to  do  that,  Mr.  Cox.     I  have  not 
given  the  matter  sufficient  consideration. 

MR.  HUGHES :  I  will  offer  in  evidence  Exhibit  68i  for  identi- 
fication containing  the  rates  of  industrial  policies. 

(Paper  marked  Exhibit  68i.) 

MR.  HUGHES :  I  will  mark  for  identification  the  schedule  of 
legal  expenses  furnished  by  the  Prudential. 

(Paper  marked  Exhibit  694  for  identification.) 

MR.  HUGHES:  I  will  mark  for  identification  the  record  for 
monthly  balances  in  banks  and  trust  companies  furnished  by  the 
Prudential. 

(Statement  marked  Exhibit  695  for  identification.) 

HALEY  FISKE  resumed. 

BY  MR.  HUGHES: 

Q.  Evidence  has  been  submitted  here,  Mr.  Fiske,  that  the  Pru- 
dential placed  in  the  hands  of  the  Metropolitan  a  certain  amount  as 
a  contribution  to  expenses  in  connection  with  legislation,  and  also 
that  the  John  Hancock  contributed  a  certain  amount,  I  understand, 
the  conrtibutions  being  two-fifths  from  the  Prudential,  one-fifth 
from  the  John  Hancock,  which,  together  with  two-fifths  from  the 
Metropolitan,  made  up  the  fund  for  use  in  that  matter  ?  A.  That 
is  not  quite  accurate. 

Q.  State  what  was  done  with  the  moneys  ?  A.  That  is  not  the 
way  it  was  done  at  all.     At  the  end  of  the  year  I  make  up  a  state- 
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ment  of  what  I  have  expended  for  legal  expenses  in  which  those 
companies  are  interested,  excluding  the  State  oi  New  York,  as  to 
which  we  never  received  a  contribution  from  either  of  the  other 
companies,  and  the  actual  expenses  incurred  were  divided  in  the 
proportion  that  you  have  named,  and  the  amounts  paid  by  each  of 
those  companies  to  me. 

Q.  When  you  were  on  the  stand  before,  you  stated,  if  I  recall 
correctly,  what  the  Metropolitan  had  disbursed  ?    A.  Yes. 

Q.  What  was  done  with  the  moneys  placed  in  the  possession  of 
the  Metropolitan  by  the  John  Hancock  and  Prudential  ?  A.  Why, 
if  you  add  the  three  together  you  will  get  the  total  amount  of  legal 
expenses  paid  on  behalf  of  all  three  companies,  in  the  legislative 
matters  to  which  you  directed  my  attention. 

Q.  Then  payments  were  made  in  connection  with  the  same  mat- 
ters that  you  refer  to  ?     A.  Exactly  the  same  matters. 

Q.  And  to  the  same  persons  ?    A.  And  to  the  same  persons. 

Q.  And  do  the  statements  that  you  have  given  account  for  two- 
fifths  of  the  total  paid?  A.  That  would  be  entirely  accurate,  be- 
cause, as  I  say,  in  that  we  are  not  shared  at  all.  As  to  all  pay- 
ments in  New  York  the  total  amount  paid  by  the  Metropolitan 
was  the  total  amount  paid  by  all  the  companies.  Then  take  the 
Dominion  of  Canada.  The  amounts  we  paid  in  Canada,  for  in- 
stance, were  not  contributed  to  by  either  of  the  other  companies. 
I  think  there  may  have  been  one  or  two  other  States  in  which  I  did 
not  ask  any  contributions  from  either  of  the  other  companies,  so 
that  it  would  not  be  accurate  to  say  that  the  amounts  given  to  you 
were  two-fifths  of  the  total ;  they  would  be  more  than  two-fifths  of 
the  total. 

Q.  Did  you  make  any  payments  to  any  other  persons  or  in  con- 
nection with  any  other  matter  of  legislation  out  of  the  moneys 
received  from  the  Prudential  or  the  John  Hancock  than  those  per- 
sons and  those  matters  you  testified  to  in  connection  with  the  Metro- 
politan?   A.  Not  at  all.     I  took  a  lawyer's  bill,  for  instance,  and 
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divided  it  into  five  parts,  and  two  parts  were  paid  by  the  Metropoli- 
tan, two  by  the  Prudential  and  one  by  the  Hancock. 

Q.  Did  you  mention  the  eilort  to  prevent  legislation  in  Penn- 
sylvania against  child  insurance  when  you  were  on  the  stand  be- 
fore ?    A.  I  don't  remember  that  I  did. 

Q.  Did  you  have  anything  to  do  with  it?  A.  I  did,  indeed.  ] 
had  full  charge  of  it. 

Q.  When  was  that?    A.  1897. 

Q.  What  was  the  nature  of  the  threatened  legislation?  A. 
There  was  a  bill  to  prevent  child  insurance  under  a  certain  age, 
the  amount  of  which  I  have  forgotten,  but  I  fought  that  bill  suc- 
cessfully. 

Q.  And  who  represented  you  in  that  matter?  A.  I  don't  know 
that  I  can  say  that  anybody  did.     I  was  there  personally. 

Q.  What  amounts  of  money  were  expended  ?  A.  Well,  I  have 
given  you  the  am'ount  of  expenses  in  1897  which  would  cover  it, 
except  that  they  might  not  and  probably  do  not  cover  my  own 
hotel  bills  and  traveling  expenses  and  that  of  some  of  my  clerks, 
but  all  compensation  paid  to  anybody  was  included  in  the  amount 
that  I  gave  to  you. 

Q.  Do  you  remember  what  would  cover  the  amount  of  your  dis- 
bursements in  Pennsylvania?  A.  You  mean  including  traveling 
expenses  and  all  that  ? 

Q.  Yes.     A.  I  could  not ;  it  was  not  a  very  great  sum. 

Q.  What  would  be  the  maximum?  A.  Have  you  got  the 
amount  given  to  you  ? 

Q.  Not  at  hand.  A.  Well,  I  would  be  surprised  should  it  ex- 
ceed $5,000,  and  yet  it  may  have.  It  was  quite  a  long  fight.  I 
was  in  Philadelphia  altogether  perhaps  a  month  or  so.  I  remem- 
ber that  I  did  employ  Mr.  W.  K.  Jennings  our  regular  counsel  in 
Pittsburg  to  interest  himself  about  it.  I  am  under  the  impression 
that  I  consulted  Mr.  Dickson,  of  Philadelphia,  who  was  our  regu- 
lar counsel  there.     I  am  not  so  clear  about  Mr.  Dickson  until  a 
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later  stage  of  the  performance  when  there  was  a  legislative  investi- 
gation, and  I  know  Mr.  Dickson  represented  us  on  that,  so  I  am 
not  entirely  clear. 

Q.  That  was  the  same  year?  A.  That  was  concerning  this 
same  fight. 

Q.  In  regard  to  which  you  had  the  disbursements  you  have  men- 
tioned ?  A.  No.  The  disbursements  that  I  mentioned  then  that 
would  include  Mr.  Dickson's  bill. 

Q.  Did  any  part  of  it  go  to  any  legislator?    A.  Not  at  all. 
Q.  Or  to  any  lobbyist?    A.  No,  certainly  not. 
Q.  I  find  in  the  schedule  of  purchase  an  item  under  date  of  Feb- 
ruary 27,  1905,  of  $333,300  in  par  value  of  Lake  Shore  and  Michi- 
gan Southern  Railway  Company  stock  bought  from  C.  P.  Butler 
•  &  Brother  at  350,  or  for  $1,166,550,  and  on  February  9,  two  days 
later,  $5,000  in  par  value  of  the  same  stock  bought  from  Vermilye 
&  Company  at  300  for  $15,006.25.     Do  you  recall  those  transac- 
tions?   A.  I  only  recall  them  because  they  have  been  brought  to 
my  attention  within  a  week  or  so.     I  did  not  know  anything  about 
them  at  the  time,  but  I  have  been  informed  about  it  within  a  week 
or  two  weeks. 

Q.  Do  you  know  what  the  explanation  is  of  the  purchase  from 
C.  P.  Butler  &  Brother  at  350  and  then  two  days  later  at  300  from 
Vermilye?  A.  The  explanation  given  to  me  is  that  that  stock 
could  not  be  bought  in  the  open  market  except  in  very  moderate 
quantities  at  varying  prices ;  that  it  was  a  good  stock  to  purchase 
for  investment  and  holding ;  that  there  was  a  considerable  block  of 
the  stock  which  represents  the  purchase  made  from  Butler  &  Com- 
pany in  the  hands  of  one  firm,  that  that  could  probably  be  got  and 
that  they  had  refused  325,  and  it  was  not  known  how  much  more 
would  be  asked  by  them.  The  matter  was  brought  before  the 
Finance  Committee,  whose  minutes  I  have  looked  at  within  a  week 
or  two,  and  I  find  there  a  minute  that  Mr.  William  A.  Read  ap- 
peared before  the  committee  and  told  about  this  stock,  advised  its 
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purchase,  and  that  the  committee  resolved  that  Mr.  Read  be  given 
authority  to  purchase — well — several  thousand  shares — I  have  for- 
gotten the  number — is  it  there  ? 

Q.  Yes.  A.  At  a  price  not  exceeding  three  hundred  and  fifty. 
Isn't  it  over  four  thousand  shares  ?  That  would  be  three  thou- 
sand three  hundred  and  eighty  shares. 

Q.  Three  thousand  three  hundred  and  thirty-three  shares.  A. 
I  had  a  notion  it  was  about  four  thousand  shares. 

Q.  Didn't  Vermilye  &  Co.  buy  five  hundred  shares  of  the 
stock  at  320,  and  the  same  date  sell  George  P.  Butler  &  Brother, 
at  340,  and  on  the  same  day,  did  George  P.  Butler  &  Brother  sell 
the  shares  I  have  mentioned  to  the  Metropolitan  at  350?  A.  I 
don't  know  that  to  be  the  fact,  and  this  is  the  first  I  have  heard  of 
it.  I  have  understood  on  making  inquiry  that  the  old  firm  of 
Vermilye  &  Co.  had  held  that  stock  for  a  long  while;  that  on  the 
dissolution  of  the  firm  it  was  divided  into  two  parts,  Mr.  Read 
taking  his  and  his  late  partner  keeping  the  rest ;  that  Mr.  Read 
refused  to  sell  his  stock  at  any  price;  that  he  still  has  it,  and  has 
increased  his  holdings,  but  that  Mackey  and  his  partners  were 
willing  to  sell  at  some  price  the  stock  which  belonged  to  them  in 
the  distribution;  that  Mr.  Read  effected  a  purchase  through 
George  P.  Butler  &  Co.,  and  that  the  bill  was  sent  to  us  for  350, 
and  we  paid  it  without  any  knowledge  at  all  of  what  George  P. 
Butler  paid  for  it. 

Q.  Or  that  George  P.  Butler  had  bought  the  same  day  from 
Vermilye  &  Co.  at  340?  A.  Not  at  all;  we  did  not  know  what 
he  paid  for  it;  but  we  assume  from  the  terms  of  the  resolution  of 
authority  given  to  Mr.  Read  that  he  would  have  got  it  as  cheap 
as  he  could,  we  authorizing  him  to  buy  it  at  not  exceeding  350, 
and  we  supposed  he  had  to  pay  350  for  it,  less  any  usual  com- 
mission. 

Q.  Do  you  know  whether  Mr.  Read  got  any  from  George  P. 
Butler  &  Co.  as  the  result  of  that  transaction?    A.  Well,  I  did 
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not  know  it  until  within  a  week  or  two,  nor  did  anybody  con- 
nected with  the  Metropolitan  know  it,  but  this  story  having  got 
around,  came  to  us,  and  we  made  inquiry  and  we  now  find,  or  are 
informed,  that  Mr.  Butler  bought  it  at  340,  and  the  difference  be- 
tween 340  and  350  was  divided  between  him  and  Mr.  Read;  and 
we  have  called  Mr.  Read's  attention  to  the  fact,  but  he  justifies  it 
and  says  he  will  be  very  glad  to  explain  it. 

O.  Was  it  Mr.  Read  who  brought  to  the  Metropolitan  the 
proposition  to  buy  from  Butler?  A.  No,  not  from  Butler — buy 
the  stock  which  Vermilye — belonged  to  Vermilye  &  Co.,  and 
which  was  held  at  the  dissolution  by  Mr.  Read's  former  partners. 

O.  This  was  in  February,  1905?  A.  Yes,  but  the  dissolution 
had  been  agreed  upon,  and  the  divisions  of  the  assets  was  being 
made,  and  Mr.  Read  kept  his  share  of  that  stock  and  his  partners 
kept  their  share,  and  it  was  their  share  only  that  his  purchase 
was  made,  Mr.  Read  keeping  his. 

Q.  In  other  words,  the  share  was  3,333  shares  ?  A.  Yes,  sir, 
that  is  as  I  understand  it. 

Q.  And  it  was  through  Mr.  Read  that  the  purchase  of  that 
amount  by  the  Metropolitan  from  Butler  &  Brother  was  nego- 
tiated?   A.  It  turns  out  now  to  be  so. 

Q.  At  350?    A.  Yes,  sir. 

Q.  And  the  firm  of  Vermilye  &  Co.  had  sold  a  total  of  five 
hundred  shares?  A.  No,  total  three  thousand  three  hundred 
shares. 

Q.  "Well,  3,333  shares  to  Butler  for  340  the  same  day?  A. 
We  find  it  out  now,  but  we  didn't  know  it  then. 

O.  That  is  a  fact?    A.  Found  that  out  within  two  weeks. 

Q.  Now,  the  market  value  at  that  time  was  not  350  or  340. 
was  it?    A.  We  think  it  was,  sir,  for  a  large  block. 

O.  The  quotation  shows  it  to  be  considerable  less?  A.  Yes, 
but  for  small  amounts  at  odd  times;  it  was  not  a  stock  dealt  in. 

Q.  There  were  no  quotations  in  excess  of  320?    A.  I  am  not 
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certain  that  is  so,  I  think  I  did  hear  of  sales  above  that.  I  under- 
stand that  it  is  now  at  400. 

Q.  I  am  informed  of  a  quotation  on  February  6th  of  five  hun- 
dred shares  at  320.  A.  I  have  heard  of  that  quotation,  but  I 
am  told  that  it  is  not  the  stock  that  could  be  got  ordinarily,  ex- 
cept by  going  after  it,  and  negotiating  for  each  block  of  the 
stock;  and  I  am  also  informed  that  four  hundred  has  recently 
been  offered  for  all  of  that  holding,  and  we  have  declined  to  part 
with  it  at  that  price.  I  want  to  make  it  perfectly  clear  that  we 
did  not  know  of  the  profit  made  by  Butler  &  Read.  We  have 
told  Mr.  Read  that  we  do  not  think  that  five  dollars  a  share  be- 
longs to  him. 

O.  Do  you  think  it  belongs  to  the  Metropolitan?  A.  I  do, 
less  a  proper  commission  for  his  services  in  making  the  purchase. 
He,  however,  does  not  agree  with  mc. 

Q.  He  has  the  money?    A.  He  has  the  money. 

O.  With  whom  did  the  transaction  take  place,  that  is,  with 
whom  did  Mr.  Read  deal?    A.  He  says  he  dealt  with  Butler. 

Q.  I  mean  on  the  Metropolitan  side  ?  A.  The  Finance  Com- 
mittee.   He  met  the  whole  committee. 

Q.  He  met  the  whole  committee  in  that  transaction?  A.  Yes, 
sir,  and  they  passed  the  resolution  that  I  have  told  you  about. 

O.  We  have  had  under  consideration,  Mr.  Fiske,  the  question 
of  lapses  in  industrial  insurance.  It  has  been  pretty  clearly 
brought  out,  and  is  sufficiently  obvious  that  it  would  be  a  great 
deal  better  for  a  company  if  the  policyholders  continue  to  pay 
premiums  at  the  rate  at  which  they  are  established;  but  as  it 
stands,  there  is  considerable  received  by  the  company  for  which 
it  gives  no  return  by  reason  of  the  lapses.  Now,  what  ratio  of 
lapses  has  the  Metropolitan  ?  Have  you  further  information  on 
that  than  you  had  when  your  company  was  under  examination 
here?     A.  Well,   I  have  prepared  a  very  brief  statement  on 
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lapses,  which  covers  that  point,  and  I  think  I  can  save  time  if  I 
read  an  answer  to  that  question. 

From  the  numbers  and  ratios  of  cancellations  which  have 
been  put  in  evidence  under  the  name  of  lapses  I  fear  the  impres- 
sion will  prevail  that  the  company  is  making  large  profits  out 
of  the  lapses.  The  exact  contrary  is  the  fact,  lapses  are  great  a 
great  source  of  loss  to  the  company.  If  there  were  no  lapses  we 
could  increase  our  benefit  for  the  same  premium  probably  25 
per  cent.;  for  the  expense  of  the  business  would  be  extremely 
low,  and  the  mortality  would  also  drop  down,  inasmuch  as  we 
undoubtedly  have  the  selection  made  against  us  in  the  matter 
of  lapses. 

Q.  You  mean  by  that  that  the  lapses  are  of  better  lives?  A. 
Yes,  sir,  more  apt  to  be.  In  brief,  the  lapses  are  a  very  con- 
siderable source  of  expense.  For  instance  our  contract  with  our 
agents  is  to  pay  for  increase  a  special  salary  of  15  times  the 
weekly  premium.  As  a  matter  of  fact  increase  costs  us  30  times. 
The  reason  is  very  largely  because  of  lapses,  which  operates  this 
way :  A  new  agent  comes  in,  takes  a  debit  and  begins  to  write 
business.  He  may  write  his  friends  and  neighbors  first 
and  they  having  given  him  a  start  as  they  say,  stop  paying.  Or 
he  iands  that  the  friends  of  his  predecessor  agent  on  the  debit 
refuse  to  continue  with  him,  and  they  lapse.  Or  he  finds  that 
he  lacks  canvassing  ability  and  is  unable  to  write  enough  busi- 
ness to  cover  his  normal  lapses.  He  gets,  as  it  is  said,  "below 
claiming."  That  means  that  he  gets  no  special  salary,  but  only 
ordinary  salary  or  collection  fees.  It  means  more  to  the  com- 
pany, namely,  that  there  is  still  a  sum  of  money  represented  by 
lapses  which  will  have  to  be  made  up  by  writing  business  before 
special  salary  is  to  be  paid;  the  agent  gets  discouraged  and 
leaves;  a  new  agent  is  put  on;  under  his  contract  he  is  not 
obliged  to  make  up  the  amount  which  puts  his  predecessor  be- 
low claiming,  and  so  the  special  salary  which  the  company  pays 
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on  that  lapsed  business  is  lost  to  it  forever.  It  goes  to  increase 
the  expense  account. 

Q.  Now,  pardon  me,  that  increase  of  expense  is  taken  into 
consideration  by  you  in  adjusting  your  rates  and  the  benefits 
you  give  in  consideration  of  certain  payments.  If  you  get  out 
despite  your  expenses  and  despite  the  great  mass  of  lapses  with 
a  continually  increasing  surplus .  A.  I  do  not  think  our  sur- 
plus increases  any  faster  than  proper  business  judgment  compels 
us  to  increase  it.  Mr.  Hegeman  testified  that  we  have  kept  our 
surplus  down  to  lo  per  cent,  of  our  assets.  I  think  that  was 
simply  a  safe  margin.  You  even  find  where  we  scarcely  added 
anything  to  surplus. 

Q.  You  say  that  the  business  is  lost  and  you  are  put  to  a 
certain  expense.  The  point  I  am  making  is  this,  that  while,  of 
course,  you  lose  by  not  getting  the  money  you  would  otherwise 
receive,  the  fact  is  you  have  discounted  those  expenses  in  mak- 
ing your  rates,  and  that  you  are  in  dollars  and  cents  a  constant 
gainer  on  the  lapsed  policies?  A.  No,  sir,  no,  sir,  I  think  not. 
We  have  to  pay  twice  for  the  same  business  by  reason  of  the 
lapse. 

Q.  But  you  have  got  in  a  lot  of  money  and  you  give  no  re- 
turn? A.  We  have  not  got  in  as  much  money  as  we  have  paid 
out. 

Q.  If  that  were  so  the  lapses  would  cause  you,  with  reference 
to  the  policies,  an  actual  money  loss  ?  A.  They  do,  a  million  dol- 
lars in  a  year. 

Q.  You  mean  that  the  persons  who  lapse  have  cost  you  a  million 
dollars  more  than  the  money  that  they  have  paid  you?  A.  I 
mean  that  for  the  business  that  we  put  on  in  a  year  by  reason  of 
the  heavy  lapses  we  lose  a  million  dollars. 

Q.  That  is  on  your  whole  business?  A.  No,  that  is  on  the 
new  business. 

Q.  Now,  tell  me  so  that  we  will  not  have  mere  conjecture,  what 
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amount  of  money  you  got  in  in  1904  from  the  new  industrial 
business  in  that  year?  A.  I  don't  know  that  I  have  that  state- 
ment. 

Q.  Amounts  to  about  $3,000,000  Mr,  Craig  says  ?    A.  Yes. 

Q.  Now,  what  amount  of  money  did  it  cost  you  to  put  that 
business  on  the  books?  A.  Well,  I  would  have  to  find  out;  I 
don't  know. 

Q.  Well,  what  data  have  you  for  reaching  the  conclusion  that 
you  have  lost  a  million  dollars  by  lapsing?  A.  Why,  this  data 
that  on  the  business  of  1904  when  we  have  reached  the  end  of 
the  year  and  taken  account  of  all  the  premiums  we  have  received, 
we  still  are  a  million  dollars  short  of  the  amount  we  ought  to 
have  on  hand  to  cover  our  liabilities  after  having  paid  expenses. 

Q.  You  got  in  last  year  fifty  million  of  dollars  all  told,  and  you 
paid  your  policyholders  sixteen  millions,  and  you  disbursed  up- 
wards of  nineteen  millions,  a  total  of  about  thirty-six  millions  and 
a  half.  Now,  then,  what  do  you  mean  by  saying  that  you  found 
that  you  were  a  million  dollars  short  of  what  you  should  have? 
A.  I  mean  of  the  business  of  the  issue  of  1904. 

Q.  Then  you  must  have  the  facts  pertaining  to  the  business 
available — segregated?  A.  I  have  a  table  in  which  I  have  fol- 
lowed through  the  experience  for  several  years  for  five  years 
thereafter. 

Q.  Is  that  before  us  here?  A.  Yes,  sir;  I  was  coming  to  that 
in  a  few  minutes  under  the  head  of  expenses,  but  it  is  there. 

Q.  Can  you  give  us  that?  A.  I  will  go  right  on  if  you  will 
allow  me  a  moment  or  two,  to  explain  just  what  I  do  mean — it 
comes  under  increased  expense  account.  The  business  so  lapsed 
is  comparatively  new  business,  and  has  never  paid  premiums 
enough  to  make  up  the  reserve  which  the  company  cancels ;  most 
of  it  has  not  paid  long  enough  to  cover  the  initial  expense,  and 
has  never  paid  anything  whatever  toward  the  reserve.  Yet  the 
company  has,  from  its  general  funds,  made  up  reserve — that  is, 
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has  advanced  or  loaned  it.  The  loan  is  paid  only  by  the  release 
of  liability. 

Q.  Now,  excuse  me  a  minute.  Now,  on  your  first  years'  in- 
dustrial business,  business  written  in  1904,  what  reserve  did  you 
have  to  put  up?  A.  My  recollection  is — I  will  come  right  to 
that — I  will  give  you  the  amount  later. 

Q.  Go  ahead — all  right.  A.  Never  having  been  received  in 
cash  the  amount  never  can  be  a  profit.  The  loss  comes  from  the 
expense  incurred  in  putting  on  the  books  of  lapsed  policies.  If 
they  remained  in  force  long  enough  to  pay  these  expenses  and 
make  up  the  reserve  in  whole  or  in  part  the  reserve  so  cancelled 
would  be  a  profit  if  not  returned  in  some  way  to  the  insured. 
But  this  is  not  the  case.  The  policies  lapsed  the  year  of  issue 
do  not  contribute  anything  to  the  reserve.  They  do  not  contribute 
enough  to  pay  the  expense  of  placing  them. 

We  are  requested,  if  possible,  to  state  the  amount  of  premiums 
received  from  industrial  policies  less  than  one  year  in  force.  We 
find  it  would  be  rather  a  difficult  matter  to  make  a  computation 
on  all  policies  less  than  one  year  in  force,  because  the  amounts 
are  kept  by  calendar  years  rather  than  by  policy  years. 

We  find  in  1904,  there  were  575,392  industrial  policies  lapsed 
of  the  issue  of  the  year  1904,  and  the  total  amount  of  premiums 
received  on  these  policies  amounted  to  $417,735. 

The  average  premium  per  cancelled  policy  was  12.004  cents,  and 
the  average  time  for  which  premiums  were  paid  on  cancelled 
policies  was  6.05  weeks.  This  gives  an  average  of  72.6  cents 
paid  per  policy.  The  average  initial  cost  of  new  business  during 
the  year  1904,  on  industrial  policies,  was  $2.07  per  policy,  so  that 
while  the  loss  per  policy,  from  a  policyholder's  point  of  view  who 
counts  as  his  loss  the  total  premiums  paid  without  taking  into 
account  the  value  of  the  insurance  he  has  received,  averaged  72.6 
cents,  the  actual  loss  to  the  company  averaged  $1,344,  or  a  total 
of  $773,326.84 ;  and  this  without  taking  account  of  the  cost  to  the 


sou 


Testimony  of  Haley  Fiske 

company  of  carrying  the  insurance  during  the  time  it  was  in 
force,  which  amounted  to  the  average  sum  of  51.6  cents.  So  that 
the  net  loss  to  the  policyholder  by  the  breach  of  his  contract 
was  only  21  cents,  while  the  loss  to  the  company  was  $1,344  plus 
.516  cents,  or  a  total  loss  of  $1.86  per  policy — in  all  $1,070,329. 

Lapses  in  industrial  insurance  are  entirely  a  different  thing 
from  lapses  in  ordinary  insurance.  In  the  latter  case  the  policy- 
holder pays  at  least  a  quarter's  permium — thirteen  weeks.  In 
industrial  insurance  he  need  pay  but  one  when  he  lapses — indeed, 
may  pay  none  at  all.  The  agent  secures  an  application,  but  he 
seldom  collects  a  premuim  upon  it.  He  pays  it  to  the  company 
from  his  own  pocket.  When  he  comes  to  deliver  the  policy  the 
applicant  refuses  to  accept  it.  The  agent  holds  it  during  the 
grace  period  of  four  weeks  hoping  to  place  it.     He  fails. 

This  appears  on  our  books  as  a  lapsed  policy.  An  experienced 
field  man  tells  me  the  policies  reported  for  lapse  up  to  the  seventh 
month  of  issue  are  so  nearly  all  policies  of  this  description,  that 
it  is  safe  to  count  them  all  "not  taken"  policies  and  not  lapsed 
policies. 

Q.  Pardon  me,  but  the  companies  had  the  money  although  it 
is  not  paid  the  assured.  A.  The  company  has  had  the  money, 
has  had  the  one  premium  of  ten  cents,  but  it  has  paid  out  a  great 
deal  more  to  the  agent  for  getting  that.  Making  a  liberal  allow- 
ance for  policies  on  which  the  policyholders  really  paid  a  premium, 
it  is  safe  to  say  that  over  20  per  cent,  of  the  lapses  reported  to 
the  Insurance  Committee  are  of  this  character,  and  are  in  the 
same  class  as  those  reported  by  the  ordinary  companies  as  "not 
taken." 

Q.  Is  not  that  inaccurate  because  of  the  fact  that  in  every  case 
the  policyholder  in  the  industrial  plan — I  mean  to  say  the  com- 
pany on  every  policy  in  the  industrial  plan,  at  least  receives  one 
payment?  A.  The  company  has  received  payment,  but  not  from 
the  policyholders. 
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Q.  Well,  yes.  A.  Therefore  as  between  the  policyholder  and 
us,  I  think  it  should  be  taken  not  as  a  lapsed  policy,  but  as  a  not 
taken  policy. 

Q.  But  we  might  apply  the  old  clause  to  the  policy,  and  say 
that  for  that  purpose  the  agents  shall  be  deemed  the  agents  of  the 
insured  ?  A.  Yes,  but  by  paying  the  ten  cents  to  us  he  gets  much 
more  from  us.     He  gets  fifteen  times  on  it. 

THE  WITNESS:  A  typical  illustration  was  the  affair  in  the 
Massachusetts  Investigation  of  a  witness  for  the  bill  when  there 
were  fifteen  lapsed  policies  which  the  counsel  scattered  over  the 
room  as  the  woman  took  the  stand.  Here.he  intimated,  was  a  sam- 
ple of  the  company's  robbery.  It  was,  indeed.  I  cross-examined  the 
witness  and  proved  that  these  policies  were  taken  out  and  lapsed 
within  one  year,  in  three  separate  groups  of  five  policies  each  on 
different  members  of  the  family.  That  each  time,  only  a  few 
weeks'  premiums  were  paid.  That  some  of  the  premiums  were 
loaned  to  her  by  the  agent.  That  she  had  four  weeks'  grace  on 
each  policy,  which  multiplied  by  fifteen,  made  a  total  of  sixty 
weeks,  or  over  a  year ;  and  that  consequently  she  had  got  her  in- 
surance exceedingly  cheap ;  that  the  company  had  lost  the  expense 
of  placing  the  business  three  times,  and  that,  if  a  death  had  oc- 
curred among  any  of  the  five  persons  insured,  the  company  would 
have  been  heavily  mulcted.  The  total  amount  of  premiums  paid 
on  all  those  three  sets  was  $1.90.  The  woman  got  insurance  for 
nineteen  weeks  on  each  of  five  different  lives. 

The  lapses  in  industrial  insurance,  while  they  cause  a  heavy 
loss  to  the  company,  do  not  usually  represent  an  inferior  clause  to 
the  insured.  Payments  are  weekly,  and  the  policies  are  carried 
free  for  four  weeks  after  lapse ;  and  they  are  re-issued  upon  pay- 
ment of  a  single  week's  premuim.  The  loss,  therefore,  is  not 
like  that  of  those  who  pay  annually.     On  the  infantile  table — 
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Q.  Do  yeu  mean  that  after  four  weeks  of  arrears  a  policy  is 
re-issued  or  revived  on  payment  of  a  single  week's  premium  ?  A. 
I  mean  in  many  cases  they  do  not  revive  them,  but  take  a  new 
policy,  and  then  pay  one  week,  and  the  others  stand  as  a  lapse, 
and  that  is  what  Senator  Dryden  meant,  I  think,  by  his  saying 
that  they  come  in  and  go  out.  The  same  man  will  take  several 
policies  of  insurance  and  will  save  money  by  not  paying  the 
arrears.  He  has  had  four  weeks  of  grace,  and  takes  another 
policy. 

Q.  Which  do  you  encourage,  the  re-issue  or  revival?  A.  Re- 
vival, because  the  new  issue  costs  so  much. 

Q.  But  you  will  knowingly  take  a  man  who  had  lapsed  after  a 
few  weeks  as  a  new  risk?  A.  The  home  office  would  not  if  it 
knew  it.  The  home  office,  I  think,  would  insist,  lest  under  pe- 
culiar circumstances,  that  the  man  should  pay  his  arrears. 

BY  THE  CHAIRMAN : 

Q.  Your  argument  is  that  a  designing  person  by  timing  his 
taking  out  of  his  policy  appropriately  and  the  payment  of  ten 
separate  weekly  premiums  could  get  a  year's  insurance?  A. 
Yes,  this  woman  in  Massachusetts  did  just  this  thing.  On  the 
infantile  table  the  policy,  if  re-issued  is  for  the  same  amount  as 
the  policy  lapsed  would  have  called  for  at  the  age  of  re-issue — 

BY  MR.  HUGHES : 

Q.  Would  she  not  have  to  change  her  residence  and  move  out 
happen  in  one  district  under  your  system  of  inspection?  A.  It 
of  the  district  that  was  so  thoroughly  infected?  How  could  that 
could  only  happen  by  the  collusion  of  the  agent  or  change  of 
agents. 

Q.  The  assistant  superintendent  would  have  to  collude,  would 
he  not  ?  A.  No,  he  would  not  know  it  until  later,  or  might  never 
know  it.     We  cannot  know  it  here.     We  issue  thirty  thousand 
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policies  a  week,  and  it  is  quite  impossible  for  us  to  keep  any  rec- 
ord so  that  we  can  go  back  and  examine  each  application  with 
reference  to  previous  insurance. 

On  the  Infantile  Table,  the  policy,  if  re-issued,  is  for  the  same 
amount  as  the  policy  lapsed  would  have  called  for  at  the  age 
of  re-issue,  because  up  to  age  ten  the  amount  of  death  benefit 
increases  each  year;  so  that  the  only  loss  is  from  the  partial 
benefit  rule  for  the  initial  year.  On  the  adult  table  the  policy 
lapsing  during  the  first  year  in  force  can  be  revived  at  any  time 
without  any  loss  to  the  insured;  after  a  policy  has  been  in  force 
a  year  it  may  be  revived  within  a  year  after  lapse  at  the  original 
amount  in  full  benefit. 

Here,  also,  is  no  loss  to  the  insured.  If  the  policy  has  been 
in  force  two  years  and  lapses,  the  premiums  will,  within  two 
years  thereafter,  be  loaned  by  the  company  if  the  applicant  wishes 
to  revive,  and  is  unable  to  pay  the  arrears.  Here,  therefore,  there 
is  no  loss  to  him.     If  not  revived 

Q.  That  is  assuming  he  revived?    A.  Yes. 

O.  But  if  he  does  not  revive  there  is  a  loss  to  him  ?  A.  Well, 
we  take  it  for  granted  that  he  will  look  after  his  own  interests. 
He  may  revive  and  not  pay  us  any  money. 

Q.  As  a  matter  of  fact  only  a  small  percentage  of  those  that 
lapse  do  revive?  A.  I  think  that  is  true,  I  think  the  percentages 
given  to  you  are  true. 

Q.  Sixteen  per  cent.,  as  I  remember  it?  A.  Yes,  sir.  My  be- 
lief is  that  the  remainder  of  them  take  new  insurance. 

Q.  Well,  that  is  an  unverifiable  belief,  is  it  not?  A.  No,  it  is 
founded  on  information  received  from  the  field  force  and  gen- 
eral course  of  the  business.  Take,  for  instance,  the  City  of  New- 
ark, Mr.  Hughes,  where  there  are  as  many  policies  in  force  as 
amount  to  the  entire  population  of  the  city;  and  yet  each  year 
the  Prudential  and  Metropolitan  go  on  writing  just  as  much  busi- 
ness as  they  did  any  other  year.     Now,  you  have,  in  the  reason 
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of  things,  to  know  that  the  same  people  issue  insurance  and  let 
it  lapse,  or  they  would  not  go  around. 

Q.  Or  cross  examine  the  statistician.  A.  Well — if  not  revived 
and  new  insurance  is  taken  the  amount  of  insurance  at  each  ad- 
vancing year  is  very  little  less  than  the  preceding  year.  If  the  f)ol- 
icy  kept  in  force  until  it  is  entitled  to  be  surrendered  for  paid  up 
insurance,  the  holder  may  have  paid  up  insurance;  or  he  has  the 
alternative  privilige  of  extended  insurance,  by  which  the  full 
reserve  is  applied  to  the  payment  of  premiums  upon  a  new  policy 
issued  at  the  attained  age.  We  always  send  a  notice  to  the  policy- 
holder, who  is  entitled  to  paid  up  insurance,  telling  him  "of  his 
rights.  For  a  long  time  we  have  been  issuing  about  900  paid  up 
policies  a  week,  which  nearly  covers  the  number  of  notices  sent. 
It  is  possible  that  nearly  every  one  who  is  entitled  to  a  paid  up 
policy  gets  it  or  accepts  the  alternative  concession.  I  believe,  as 
a  matter  of  fact,  it  more  than  covers  the  notices  sent  out. 

Q.  That  is  after  three  years?     A.  Yes,  five  years. 

Q.  And  that  only  applies  to  about  twenty-eight  or  thirty  per 
cent,  of  the  policy?  A.  Yes,  sir;  while  we  are  issuing,  the  fig- 
ures show  here,  $900  a  week  of  the  paid-up.  It  is  probable 
that  nearly  every  one  who  is  entitled  to  a  paid-up  policy  gets  it 
or  accepts  the  alternative  concession.  If  he  elects  to  take  the 
extended  insurance,  he  can  begin  paying  again  when  the  period 
of  extension  lapses  and  thereby  lose  nothing  by  his  original 
lapse,  except  the  reduction  in  the  amount  of  the  policy,  owing 
to  his  increased  age  at  the  date  of  the  new  policy.  It  goes 
without  saying  that  in  all  these  cases  lapses  are  a  source  neither 
of  substantial  loss  to  the  insured  nor  of  any  great  gain  to  the 
company.  There  can  be  no  doubt  that  the  lapses  in  industrial 
policies  are  very  largely  by  those  who  subsequently  take  new 
insurance  suffering  no  loss  at  all  in  case  of  revival,  and  other- 
wise suffering  only  the  small  loss  arising  from  partial  benefits 
during  the  first  year  and  the  small  decrease  of  benefits  by  rea- 
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son  of  advanced  age.  In  times  of  strikes  and  lock-outs,  the 
policies  lapse  by  the  thousand,  and  come  back  again  after  the 
trouble  is  over.  In  cases  of  prolonged  strikes,  the  company 
pays  pay  death  claims  on  policies  as  if  in  force,  and  revive 
with  fvill  immediate  benefit  when  work  is  resumed.  The  fact 
is,  there  are  many  who  insure  and  lapse  and  re-insure,  accord- 
ing to  their  disposition  of  mind  and  their  resources,  with  no 
loss  to  the  holders,  but  large  loss  to  the  company,  which  is  put 
to  the  expense  of  commission  for  placing  the  business  and  the 
large  expense  of  caring  for  it.  After  three  years  the  business 
is  quite  persistent,  so  that  the  average  persistence  of  industrial 
business  as  a  whole  compares  very  favorably  with  annual  pre- 
mium business.     The  average  duration 

Q.  How  can  you  sajr  that  in  the  face  of  such  facts  as  were 
read,  that  $864,000,000  of  new  business  had  been  written  in 
the  last  four  or  five  years  by  the  Prudential,  and  only  $285,- 
000,000  had  remained,  whereas  on  the  ordinary  side  $450,000,- 
000  had  been  written  and  $267,000,000  had  remained.  A.  You 
asked  for  the  last  five  years,  and  I  had  the  curiosity  to  look  up 
that,  and  I  find  that  our  figures  are  almost  precisely  the  same 
as  the  Equitable  figures. 

Q.  Then  that  is  merely  a  special  instance  in  the  Prudential 
case? 

THE  CHAIRMAN:  I  think  you  misunderstand.  I  under- 
stand Mr.  Fiske  to  say  that  after  this  great  lapse  rate  is  over 
the  business  then  persists. 

MR.  HUGHES :  Yes,  he  does  say  that  but  then  he  goes  on  to 
say  that  the  business  as  a  whole  compares  favorably  and  that 
it  was  that  last  remark  to  which  I  addressed  my  criticism, 
as  a  whole,  because  it  was  as  a  whole  we  made  this  examina- 
tion or  took  this  comparison. 
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THE  WITNESS:  I  say  it  does.  As  a  matter  of  fact  I  find 
that  the  figures  for  the  last  five  years  of  the  Equitable  and  Met- 
ropolitan were  almost  precisely  the  same  as  to  the  amount  of 
insurance  issued  and  the  amount  of  insurance  in  force. 

Q.  Which  do  you  take,  ordinary  or  industrial  or  both?  A. 
Industrial  Metropolitan. 

BY  THE  CHAIRMAN : 

Q.  Don't  you  know  there  was  a  very  abnormal  rate  of  lapse 
in  the  Equitable  in  the  last  four  or  five  years,  amounting  to 
sixty  per  cent.,  and  that  was  higher  than  any  other  company 
in  the  field?    A.  This  was  prior  to  this  year. 

Q.  This  was  prior  to  this  year?    A.  Prior  to  the  trouble. 

Q.  For  the  whole  past  five  years? 

MR.  HUGHES:  Before  1905. 

THE  WITNESS:  The  five  years  ended  in  1904.  Then  I 
think  I  took  into  consideration  there  were,  so  long  as  I  have 
been  in  the  business,  there  is  a  tradition  that  the  average  length 
of  time  of  policies  in  force  in  the  ordinary  company  is  about 
seven  years.     I  think  ours  are  six  and  two-tenth  years. 

Q.  You  were  just  about  ready  to  state  that.  It  is  in  the 
next  paragraph.  A.  The  average  duration  of  the  largest  Eng- 
lish companies  is  ten  and  three-fourth  years,  and  that  of  our 
policies,  we  have  been  in  business  only  about  half  as  many 
years,  over  six  and  one-half  years. 

Q.  My  point  is  you  could  not  say  if  you  take  the  Prudential 
experience  as  a  type,  that  the  persistence  of  industrial  policies 
compared  favorable  with  ordinary  business,  for  there  it  appears 
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to  be  about  half  as  favorable.  A.  I  think  you  took  the  Mu- 
tual Benefit. 

Q.  No,  that  is  another  case.  I  took  the  Prudential  without 
comparing  it  with  anything  but  its  own  record.  A.  Oh,  with 
its  own  ordinary  business? 

Q.  Yes. 

Mr.  Craig  states  that  it  is  his  impression  it  is  on  a  paid  for 
business. 

MR.  HUGHES:  That  is  what  I  supposed.  Just  like  the 
Industrial. 

THE  WITNESS :  Then,  Mr.  Hughes,  my  belief  is  that  you" 
do  not  make  a  proper  allowance  in  industrial  business,  because 
I  think  I  have  already  shown  that  about  twenty  per  cent,  of 
ours  ought  to  be  taken  as  not-taken  policies,  and  that  would 
modify  the  figures  very  much. 

We  do  all  we  can  to  prevent  lapses.  Our  agency  compensa- 
tion is  based  upon  increase  of  debit,  so  that  the  agents  shall 
have  a  pecuniary  interest  to  prevent  lapses.  (The  agent  is 
exempted  from  a  charge  for  lapse  in  case  of  death,  surrender 
for  paid-up,  and  surrender  for  an  ordinary  policy  for  a  mini- 
mum of  $i,ooo.  Our  bonuses  are  based  on  increase.  We  have 
given  prizes  based  on  saving  lapses.  Realizing  that  the  per- 
sistence of  agents  reduces  lapses  we  increase  an  agent's  com- 
pensation according  to  his  length  of  continuous  service  rising 
from  two  to  ten  years  and  base  the  extra  compensation  upon 
increase.  We  urge  the  saving  of  lapsing  in  our  instruction 
book  (see  pp.  lo,  ii  and  12).  We  urge  it  upon  the  agents  in 
the  bulletins  and  by  addresses ;  we  urge  it  upon  the  policyhold- 
ers in  our  issue  of  the  Metropolitan  (of  which  we  print  over 
four  million  copies  bi-monthly  in  three  languages  besides  300.- 
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ooo  tri-monthly  in  seven  other  languages)  and  in  the  premium 
receipt  book  one  of  our  rules  for  assistant  superintendents 
reads  as  follows: 

"It  is  the  duty  of  the  assistant  superintendent  to  visit  the 
holder  of  every  policy  entered  by  the  agent  on  a  lapsed  sched- 
ule and  try  to  save  the  business."  We  offered  prizes  to  super- 
intendents based  upon  persistence  of  business. 

The  lapsed  ratio  is  decreasing.  In  1898  of  the  business  is- 
sued o,n  a  given  date  38  per  cent,  lapsed  in  three  months ;  sixty 
per  cent,  in  a  year.  The  percentage  is  shown  in  our  letter  to 
the  Committee  of  November  7th  of  34.4  for  three  months  as 
against  38  per  cent.,  51.46  in  a  year  as  against  60.  In  1898  60 
per  cent,  lapsed  in  a  year  after  issue;  now  that  amount  onl> 
'lapses  in  three  years.  Our  efforts  with  the  agents,  our  divi- 
dends on  old  policies,  our  increase  of  benefits  under  the  in- 
creasing life  and  endowment  table,  our  gain  in  length  of  ser- 
vice of  agents,  all  we  believe  have  contributed  to  this. 

To  provide  surrender  values  at  an  early  period  would  be  un- 
just to  the  company  and  the  persistent  policyholders.  Re- 
ferring to  the  51  per  cent,  lapse  in  the  first  policy  year  the  Com- 
mittee asks  if  the  lapsed  policyholders  received  anything.  Of 
course  they  do  not  receive  cash  surrender  values.  Most  of  them 
reinsure  with  trifling  loss.  No  ordinary  company  has  ever  paid 
surrender  values  during  the  first  two  years.  To  pay  surrendet 
values  during  this  period  would  be  to  take  the  money  of  the  per- 
sistent policyholders  and  pay  it  to  the  lapsed  policyholders  who 
have  made  no  contributions  to  the  fund.  This  would  put  a  pre- 
mium on  lapsing.  A  policy  contract  has  two  parties,  and  the 
man  who  stops  paying  breaks  it.  He  ought  not  to  benefit  by  it. 
He  should  receive  only  what  belongs  to  him.  Elizur  Wright 
long  ago  laid  down  the  principle  that  a  retiring  policyholder 
should  contribute  to  the  expense  of  replacing  him  with  a  new 
risk.    He  ought  not  to  receive,  either  in  surrender  value  or  paid 
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up  insurance  his  reserve  until  he  had  paid  premiums  long  enough 
to  cover  the  reserve.  Any  law  requiring  the  issue  of  paid-up 
policies  in  industrial  insurance  after  three  years  would  be  most 
unjust.  The  following  figures  made  up  from  the  experience  of 
the  Metropolitan  show  that  five  years  is  as  early  a  period  for 
granting  paid-ups  as  is  just. 

INDUSTRIAL  EXPERIENCE.    ISSUE  OF  1898. 

The  industrial  experience  of  the  issue  of  1898,  on  Decembei 
31st,  1898,  the  fund  accumulated  was  a  minus  quantity  of 
$931,827. 

MR.  CRAIG:  That  is  of  the  issue  of  1898? 

THE  WITNESS :  That  is  of  the  issue  of  1898.  That  means 
that  we  had  not  accumulated  any  funds,  but  were  that  amount 
short  of  a  fund. 

THE  CHAIRMAN :  I  guess  we  had  better  postpone  the  joy 
of  hearing  your  paper  until  to-morrow  morning,  Mr.  Fiske.  It 
is  past  our  usual  time  for  adjournment.  The  Committee  will 
hold  meeting  immediately  after  the  adjournment. 

Adjourned  to  December  14th,  1905,  at  10:30  A.  M. 
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ALDERiM'ANIC  CHAMBER, 
City  Hall,  New  York  City. 

December  14,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

HALEY  FISKE,  resumed. 

BY  MR.  HUGHES : 

Q.  At  the  close  of  the  session  yesterday  you  were  about  to 
give  a  table  of  the  industrial  experience  of  your  company?  A. 
Yes,  sir. 

Q.  Will  you  present  those  facts?  A.  Yes,  sir;  I  start  there 
first  with  the  issue  of  1898,  and  on  the  31st  of  December  in  that 
year  the  fund  accumulated  shows  a  minus  quantity  above  $931,- 
827,  a  liability  of  $246,920,  making  a  deficiency  on  the  issue  of 
that  year,  during  that  year,  of  $1,178,747. 

Q.  Now,  will  you  explain  what  you  meant  by  the  fund  accum- 
ulated showing  a  minus  quantity?  A.  I  mean  that  so  far  from 
acumulating  any  fund  towards  the  liability  we  were  short  of  any 
fund  in  that  sum. 

Q.  And  that  means  that  for  the  issue  of  1898  you  had  receiv^ 
in  moneys  $931,827  less  than  the  liability  as  calculated  upon  the 
policies  issued?    A.  No,  sir,  $1,178,747  less. 

Q.  Yes,  making  a  deficit  in  the  accumulation  of  $931,827?  A. 
Yes,  sir.  Well,  not  quite  that.  It  means  that  we  had  a  liability 
of  $246,920 ;  we  Tiad  not  on  hand  any  part  of  that  liability ;  we 
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had  $931,827  less  than  any  fund  on  hand.  Now  the  next  year, 
the  same  issue,  our  fund  accumulated  amounted  to  $54,009.  Our 
liabilities  were  $951,816,  which  made  our  net  deficiency  $896,907. 

Q.  I  do  not  think  it  is  entirely  clear  yet,  Mr.  Fiske,  what  you 
mean  by  saying  that  for  the  year  you  had  less  than  any  fund  on 
hand  by  the  sum  of  $931,827.  How  do  you  arrive  at  those  fig- 
ures? A.  We  had  spent  that  much  more  money  than  we  re- 
ceived. 

Q.  That  is,  expended  in  getting  the  business  ?    A.  Yes,  sir. 

Q.  In  getting  the  business  for  that  year?  A.  Yes,  sir;  of 
course,  getting  and  carrying  the  business  and  paying  claims. 

Q.  Claims  arising  on  the  policies  of  that  year?  A.  That  is  it 
— I  mean  the  issue  of  that  year.  Following  that,  during  1900 
we  find  at  the  end  of  the  year  we  had  accumulated  a  fund  of 
$983,332;  that  our  liabilities  were  $1,920,151,  leaving  a  net  de- 
ficiency of  $936,819.  The  following  year,  1901,  at  the  end  of  the 
year  our  fund  had  grown  to  $1,859,744,  our  liabilities  were 
$2,632,738,  leaving  a  net  deficiency  of  $772,994.    The  next  year, 

1902,  at  the  end  of  the  year  the  fund  had  arisen  to  $2,856,191 ; 
our  liabilities  were  $3,387,211 ;  our  deficiency  was  $531,020.     In 

1903,  the  same  issue,  our  fund  had  accumulated  to  $3,568,010; 
our  liabilities  were  $3,939,974,  leaving  a  net  deficiency  of  $371,- 
964.  The  next  year,  1904,  at  the  end  of  the  year  our  fund  had 
reached  $4,418,433 ;  our  liabilities  were  $4,412,440,  and  we  had  a 
surplus  then  of  $5,993.  Take  the  issue  of  i8gQ;  at  the  end  of 
1899  we  were  short  of  a  fund  $1,115,223;  our  Habilities  were 
$326,095,  and  our  deficiency  the  sum  of  those  two  items,  $1,- 
441,318. 

Q.  Without  giving  the  items  for  the  next  few  years  in  detail, 
you  might  state  the  results,  as  I  shall  put  this  table  on  the 
record  ?  A.  Very  well,  then.  The  table  shows  at  the  end  of  1904 
we  still  had  a  deficiency  of  $348,001.  Take  the  issue  of  1900;  at 
the  end  of  1904  we  still  had  a  deficiency  of  $67,323. 
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MR.  HUGHES:  I  will  offer  the  table  of  the  witness  in  evi- 
dence. 

(Table  marked  Exhibit  No.  696.) 

THE  WITNESS :  These  tables  take  the  issues  of  the  last  three 
years  upon  which  we  have  five  years'  experience,  viz. :  1898, 
1899  and  1900.  The  first  column  shows  the  fund  we  had  ac- 
cumulated from  the  premiums  toward  making  up  the  legal  re- 
serve. In  the  year  of  issue  this  fund  is  a  minus  quantity  repre- 
senting the  excess  of  cost  and  expense  in  the  first  year  over  the 
aggregate  premiums  received,  as  above  explained ;  and  this  ex- 
cess has  to  be  made  up  before  the  fund  is  started.  In  the  second 
year  a  small  fund  is  accumulated  which  increases  year  by  year. 
The  second  column  represents  the  liability  of  the  company  in 
the  year  named  at  the  side  of  the  table  at  the  issue  of  the  year 
named  in  the  caption  of  the  'table.  This  liability  is  made 
up  of  a  legal  reserve  and  the  outstanding'  unpaid  death 
claim  of  the  issue  of  the  year  named  in  the  caption.  The  third 
column  represents  deficiency  which  has  been  made  ud  from  the 
capital  and  general  funds  of  the  company. 

It  will  be  seen  that  the  reserve  liability  of  the  company  on 
the  issue  of  1898  was  only  made  up  last  year — 1904 — six  years 
after  the  year  of  issue.  The  reserve  liability  on  the  issue  of  1899 
and  1900  were  not  made  up  last  year. 

These  figures  we  think  correct  the  mistaken  impression  that 
cancelled  reserves  in  the  gain  and  loss  exhibit  put  in  evidence 
from  the  Wisconsin  report  represent  profits. 

And  it  follows  frorn  these  facts  that  to  compel  the  company 
to  apply  the  legal  reserve  to  the  granting  of  surrender  value 
or  the  purchase  of  paid-up  insurance  in  industrial  insurance  in 
less  than  five  years  would  be  to  require  the  payment  of  money 
contributed  by  and  belonging  to  the  persistent  policyholder  to 
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policyholders  who  have  persisted  and  have  not  paid  premiums 
enough  to  make  up  statutory  reserve  on  their  policies.  The 
three-year  statute  for  paid-up  in  New  York  was  passed  before 
industrial  insurance  began,  and  had  reference  only  to  ordinary 
insurance,  and  was  based  upon  experience  of  ordinary  com- 
panies, which  experience  was  that  they  made  up  their  reserve  in 
three  years. 

Q.  Before  we  leave  that  subject  of  lapses,  you  have  stated  that 
the  lapses  do  not  represent  any  serious  loss  to  the  insured  and  that 
statement  is  based,  as  I  understand  it,  upon  the  assumption  that  a 
large  proportion  of  the  lapses  policies  are  revived  or  that  they  are 
new  policies  taken  by  the  insured?  A.  In  part  based  upon  that 
and  in  part  upon  the  fact  that  a  large  part  of  the  lapses  occur  after 
payments  of  very  small  amount  of  premiums.  It  appears  from 
the  issue  of  1904,  for  instance,  that  the  average  premium  on  can- 
celled policies  was  twelve  and  a  fraction  cents  per  week  and  that 
the  average  number  of  weeks  paid  was  six  and  a  fraction  weeks, 
so  that  on  the  average'  the  policies  issued  in  1904  which  lapsed 
in  the  year  paid  but  72  cents  to  the  company,  and  they  had  for 
that  insurance  for  at  least  ten  and  perhaps  twelve  weeks. 

Q.  Taking  the  first  part  of  your  statement  have  you  any  data  to 
show  to  what  extent  lapsed  policies  are  revived?  A.  The  per- 
centage of  the  revivals,  I  think,  has  been  put  in  evidence. 

Q.  Senator  Dryden  gave  some  testimony  on  that  as  to  the 
experience  of  his  company.     Have  you  any  experience? 

MR.  CRAIG :  It  must  be  essentially  the  same. 

Q.  Why  must  it  be  essentially  the  same?  A.  Because  the  ex- 
perience of  the  two  companies  run  along  on  large  masses  of  poli- 
cies about  the  same. 
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Q.  Have  you  any  figures  which  you  can  give?  A.  I  have  not 
here.     You  can  get  them. 

Q.  Your  company  has  kept  records  which  will  enable  it  to  give 
definite  information  on  that  point  ?     A.  That  is  entirely  so. 

Q.  Now  have  you  records  which  will  show  to  what  extent  the 
policyholders  take  out  new  insurance  where  they  have  once  lapsed? 
A.  We  have  no  data ;  it  will  be  impossible  to  get  that  and  if  we 
knew  accurately  I  think  in  the  case  of  people  who  repeatedly  came 
in  and  went  out  and  came  back  we  should  refuse  to  issue  new 
policies. 

Q.  But  that  is  a  matter  where  the  basis  of  your  statement  is 
unverifiable  at  present?  A.  It  is  unverifiable  by  any  data  at  the 
home  office.  It  is  verified  by  talks  with  superintendents  in  the 
field  who  tell  me  that  is  their  experience,  and  in  the  one  city  where 
there  are  two  districts  where  the  lapsed  ratio  is  perhaps  lower  we 
find  it  results  from  the  greater  care  exercised  by  the  superin- 
tendent and  the  assistant  to  prevent  the  forwarding  to  the  home 
office  of  applications  on  what  they  call  repeaters,  namely,  those  who 
come  in  and  go  out. 

Q.  You  say  that  the  average  premium  per  cancelled  policy  was 
12.004  ^nd  the  average  time  for  which  premiums  were  paid  on 
cancelled  policies  was  6.05  weeks,  giving  an  average  of  72.6  paid 
per  policy?    A.  That  is  1904. 

Q.  Yes ;  so  that  the  average  period  for  which  the  insurance  was 
carried,  as  I  understand  it,  was  six  weeks  ?  A.  It  was,  as  matter 
of  fact,  from  ten  to  twelve  weeks,  owing  to  the  grace  period  and 
the  practice  of  the  company. 

Q.  You  allow  a  grace  of  four  weeks  ?  A.  We  allow  a  grace  of 
four  weeks  by  the  policies  and  in  actual  practice  the  lapses  are  not 
reported  and  not  cancelled  officially  under  six  weeks. 

O.  Suppose  that  a  person  died  after  he  has  been  in  arrears  for 
five  weeks.     Do  you  pay  the  claim?    A.  We  often  do. 
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Q.  Are  you  obligated  to  pay  it?  A.  We  are  not  obligated  to 
pay  it  after  four  weeks. 

Q.  Suppose  he  dies  after  he  has  failed  to  meet  his  premiums 
but  within  the  period  of  four  weeks  from  the  time  when  he  should 
have  met  them.  Are  you  obligated  to  pay  it?  A.  We  are  obli- 
gated and  we  always  do  pay  the  policy. 

Q.  So  that  if  the  average  time  for  which  premiums  were  paid 
on  cancelled  policies  is  6.05  weeks,  your  legal  obligation  was  in 
duration  about  10  weeks  ?  A.  Ten  weeks,  and  in  actual  practice 
the  lapse  was  not  officially  entered  until  about  12  weeks. 

Q.  Now  what  was  the  benefit  or  the  amount  of  insurance  repre- 
sented by  these  policies,  the  average  payment  on  which  was  12.004 
cents  a  week,  and  which  had  only  been  in  force  an  average  of  ten 
weeks?  A.  Well,  it  is  a  rough  calculation;  I  should  think  about 
$50.00  on  the  average.     Mr.  Craig  can  tell  that  better  than  I. 

Q.  Is  that  taking  into  consideration  the  renewed  benefit  in  case 
of  death  during  the  first  three  months?  A.  That  is  what  I  take 
into  consideration. 

Q.  About  $50.00?  A.  I  should  think  that  would  be  fair;  it 
might  be  a  little  less. 

Q.  What  would  be  the  term  rate  of  insurance  for  ten  weeks 
in  the  amount  of  $50.00?  A.  Well,  I  think  it  would  be  very 
small ;  there  is  no  such  policy  ever  issued. 

Q.  There  is  no  such  policy,  but  if  you  were  to  take  the  propor- 
tion in  term  rate  for  a  larger  amount  as  to  which  there  are  quota- 
tions, what  would  it  be?  A.  I  do  not  know  any  quotations  for 
industrial  insurance  on  term  rates,  but  it  would  be  a  mere  guess, 
Mr.  Hughes. 

Q.  Well,  give  me  your  best  guess?  A.  I  would  rather  Mr. 
Craig  would  give  his  guess,  because  you  want  information. 

Q.  It  will  be  a  very  small  amount?  A.  It  would  be  a  very 
small  sum. 
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Q.  You  have  said  here  that  the  cost  to  the  company  of  carrying 
the  insurance  during  the  time  it  was  in  force  amounted  to  51.6 
cents.  Ylou  did  not  mean  that  that  would  be  the  fair  estimate  of 
term  insurance  for  ten  weeks,  on  an  amount  of  fifty  dollars  ?  A". 
That  is  an  accurate  figure;  that  51.6  cents  is  our  experience  on  the 
cost  of  carrying  those  policies;  the  cost  of  putting  them  on  tHe 
books,  Mr.  Hughes,  was  $2.07  per  policy  that  year. 

Q.  Well,  that  is  very  different  from  51.6  cents,  so  that  you  were 
not  taking  into  consideration  the  expense  of  putting  it  on  the 
books  ?     A.  Oh,  that  is  a  part  of  it.     I  can  tell  you 

Q.  Yes,  but  $2.07  per  policy A.  I  can  tell  you  how  the 

51  cents  is  made  up,  if  that  is  what  you  want. 

Q.  Yes,  that  is  exactly  what  I  want.  A.  The  first  constituent 
of  that  sum  is  9.1  cents,  which  was  the  ordinary  salary;  that  is 
fifteen  per  cent,  on  the  collection  after  the  first  week,  fifteen  per 
cent,  of  60.6  cents.  The  first  week  has  appeared  in  the  initial  cost, 
and  therefore  on  the  rest,  seventy-two  cents  was  paid,  and  twelve 
cents  was  taken  into  consideration  as  the  initial  cost,  the  balance 
of  sixty  cents,  fifteen  per  cent,  on  that  is  9.1  cents;  that  is  the  first 
constituent.  Then  the  next  loss  to  the  company  was  $1.86  per 
policy,  and  we  take  the  interest  on  that  loss  to  the  company  on 
that  debt  for  twelve  weeks,  which  amounts  to  1.8  cents. 

Q.  You  are  giving  now  the  constituents  of  fifteen  cents?  A. 
Yes. 

Q.  But  you  arrived  at  the  $1.86  by  adding  the  fifty-one  cents  to 
the  $1.34,  so  that  you  are  going  in  a  circle,  are  you  not?  A.  No, 
we  arrive  at  it  in  the  other  way ;  we  arrive  absolutely  at  the  figure 
$1.86. 

Q.  Tell  me  how  you  arrive  at  that?  A.  We  arrive  at  the  $1.86 
by  a  division  of  the  loss  on  the  policies  among  the  number  of  can- 
celled policies,  or  the  total  loss.  The  total  loss  I  have  testified 
already  on  these,  from  lapses  during  that  year,  was  $1,070,229, 
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Q.  How  do  you  arrive  at  that,  according  to  your  statement, 
you  would  derive  that  froni  the  $1.86  per  policy?  A.  Well,  you 
can  arrive  at  it  either  way.  Let  me  complete  my  answer  and  then 
I  'will  explain  it  to  you. 

Q.  Certainly.  The  total  loss  by  lapses  during  1904  was  $1,- 
070,229.  Dividing  that  by  the  number  of  cancelled  policies, 
575,392,  produces  $1.86.  The  calculation  to  get  the  $1,070,229  is 
an  actuarial  calculation,  which  I  do  not  presume  to  be  able  to 
explain  in  full.     Mr.  Craig  can  do  it. 

Q.  Well,  your  $1.86  per  policy  is  based  on  your  estimate  of 
total  loss  upon  cancelled  policies  of  $1,070,229.  A.  I  think  that 
the  calculation  can  be  made  either  way,  Mr.  Hughes,  by  the 
Actuary.     They  are 

Q.  Well,  you  may  make  it  either  way  you  please,  if  you  will 
just  tell  me  how  you  arrive  at  the  figures?  A.  I  have  already  said 
I  make  it  in  this  way,  by  dividing  the  total  loss  by  the  number  of 
cancelled  policies. 

Q.  That  implies  you  have  your  total  loss  first,  and  then  you 
reach  your  $1.86  per  policy.     A.  Yes,  sir. 

Q.  Then  you  have  that  made  up  of  $1.34  plus  51.6  cents? 
A.  Yes. 

Q.  Now,  I  want  to  get  at  the  fundamental  figure  with  which 
you  start  and  from  which  you  derive  the  others  to  see  how  you 
make  it  up?     A.  I  think  the  fundamental  figure  is  $1,070,229. 

Q.  And  you  would  prefer  to  have  Mr.  Craig  state  how  that  is 
arrived  at?    A.  I  think  he  would  be  clearei-  than  I  could  be. 

Q.  But  according  to  your  impression  you  have  arrived  at  the 
total  losses,  and  you  divide  that  by  the  number  of  cancelled  policies, 
and  in  that  way  ascertain  a  total  loss  of  $1.86  per  policy,  and  you 
find  that  $1.86  per  policy  is  made  up  of  $1.34,  the  difference  be- 
tween the  amount  paid  to  the  insured  and  the  average  cost  of  new 
business  and  51.6  cents,  the  cost  of  carrying  the  insurance  during 
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the  time  it  was  in  force?  A.  Yes,  sir;  but  I  put  in  tiie  $1.34  for 
the  sake  of  clearness  rather  than  as  the  result  of  the  actuarial  com- 
putation; initial  cost  of  policy  being  $2.07,  and  the  amount  re- 
ceived being  seventy-two  cents  it  would  be  perfectly  evident  to 
everybody  that  the  first  loss  is  the  difference  between  those  two 
figures,  and  I  put  that  in  for  the  sake  of  clearness. 

Q.  Having  obtained  that  you  deducted  that  from  the  total  of 
$1.86  and  said  the  cost  of  carry  the  policy  was  fifty-one  and  six- 
tenths  cents  ?     A.  Yes,  that  is  one  way  of  doing  it. 

Q.  From  that  it  would  seem  that  you  estimated  the  cost  of 
putting  the  insurance  on  the  books  over  the  amount  received  at 
$1.34,  and  the  cost  of  carrying  the  insurance  at  51  cents?  A.  No, 
I  do  not  think  it  is  an  estimate  at  all,  Mr.  Hughes.  It  is  the  ac- 
tual cost  to  us  of  $2.07  per  policy,  that  is  the  first 

Q.  You  put  that  amount  as  the  expense  of  putting  the  can- 
celled business  on  the  books,  and  then  the  fifty-one  cents  is  the 
cost  of  carrying  that  cancelled  business  during  the  time  it  was 
m  force?    A.  Yes. 

Q.  And  the  two  make  up  the  $1.86  per  policy  which  you  arrive 
at  by  taking  the  total  losses,  and  dividing  it  by  the  number  of 
cancelled  policies  ?    A.    Yes,  sir. 

Q.  So  that  what  we  really  need  to  know  is  how  you  made  up' 
the  $1,070,229  which  represents  the  total  loss?  A.  Yes.  May 
I  complete  the  constituents  of  the  fifty-one  cents  for  the  sake  of 
clearness  ? 

Q.  How  can  you.  That  is  a  mere  difference  between  $1.86, 
which  you  have  arrived  at  one  way,  and  $1.34,  which  you  have 
arrived  at  in  another  way.  A.  Yes,  but  we  can  tell  how  the 
fifty-one  cents  is  made  up  in  that  item.  And  I  have  told  you  two 
items. 

Q.  Go  on.  A.  The  third  item  is  the  proportion  of  the  claims, 
which  was  6,4  cents;  and  the  fourth  item  is  34.3  cents,  the  share 
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of  these  cancelled  policies  in  the  miscellaneous  expenses  and  su- 
perintendents' and  assistants'  salaries. 

Q.  Where  do  you  get  the  figure  $2.10  as  the  average  initial 
cost  of  new  business?  A.  We  divide  the  total  expense  by  the 
number  of  policies  issued. 

Q.  What  do  you  take  as  the  total  expense.  A.  We  take  the 
total  expense  of  the  year  and  we  charge  to  the  year's  issue  of 
those  expenses  for  the  year  that  proportion  which  the  number 
•of  policies  issued  bears  to  the  number  of  policies  in  force  at  the 
beginning  of  the  year.    We  think  that  is  fair. 

Q.  Taking  that  in  actual  figures,  your  total  expenses  last  year 
were  $19,874,752.  Is  that  the  amount  you  take?  A.  I  have  it 
here  divided  into  various  kinds  of  expenses.  I  have  no  doubt 
the  total  is  as  you  say. 

Q.  This  is  the  total  of  all  your  expenses.  You  say  you  take 
the  total  expense?  A.  No,  I  mean  the  expenses  for  superinten- 
dents' and  assistant  superintendents'  salary,  special  salary,  medi- 
cal fees,  extra  compensation  and  commissions,  the  miscellaneous 
expenses. 

Q.  Have  you  got  a  statement  of  them?  A.  I  have  no  state- 
ment of  the  total  amounts.  Have  you,  Mr.  Craig?  The  ques- 
tion, Mr.  Craig,  is  whether  you  take  the  total  of  nineteen  mil- 
lions of  expenses  in  order  to  arrive  as  a  basis  for  beginning  a  cal- 
culation as  to  the  initial  cost? 

MR.  CRAIG:  That  proportion  of  nineteen  millions  which  be- 
longs to  us. 

THE  WITNESS.  I  have  explained  that  it  was  that  propor- 
ition. 

-TVER.  HUGHES:  Would  you  mind  withdrawing  for  a  moment 
•and  letting  Mr.  Craig  take  the  stand. 
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JAMES  CRAIG  resumed. 
BY  MR.  HUGHES.: 

Q.  Before  we  take  up  the  matter  as  to  which  you  were  just 
asked,  that  is,  the  expense  of  new  business,  I  would  like  to  have 
you  answer  this  question.  It  appears  that  you  have  figured  the 
total  in  1904  on  cancelled  policies  to  amount  to  $1,070,229.  Will 
you  please  state  how  you  arrived  at  that  figure?  A.  We  take 
the  total  receipts  derived  from  the  business  in  1904  and  from — 
Oh,  I  beg  your  pardon.  I  started  ofif  on  the  wrong  basis.  We 
find  that  the  total  initial  expense  of  placing  an  industrial  policy 
is  $2.07,  taking  one  policy  against  another.  And  we  find  that 
that  average  of  $2.07  has  decreased  to  $1.86  at  the  average  date 
of  lapsing.  There  were  575,392  policies  lapsed,  which  multiplied 
by  $1.86  produces  the  aggregate  loss  of  $1,070,229. 

Q.  That  is  the  way  you  arrived  at  that  amount?    A.  Yes,  sir. 

Q.  Now,  how  did  you  get  the  $1.86?  A.  We  know  at  the  end 
of  the  year  by  actual  computation  what  the  total  deficit  is  on  the 
business  during  the  year.  It  is  not  stated  here,  but  my  recollec- 
tion is  that  the  average  was  $1.21  per  policy,  and  the  sum  of 
$1.86  was  arrived  at  by  proportion.  That  is,  for  the  intermedi- 
ate period  between  the  average  issue  of  the  policies  and  the  31st 
day  of  December,  1904.  I  know  of  no  other  way  of  arriving  at 
that,  because  the  31st  day  of  December  is  the  only  time  that  an 
accounting  is  made  of  the  assets  and  liabilities,  and,  of  course, 
at  that  time  the  amount  is  determined  definitely.  But  for  any  in- 
termediate period  of  time,  when  no  accounting  is  made,  the  only 
fair  and  equitable  way  that  I  <<:now  of  would  be  a  proportion. 

Q.  What  are  the  figures  that  enter  into  your  determination 
of  the  deficit  for  1904?  A.  The  total  amount  of  premiums  re- 
ceived  
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Q.  Give  me  the  exact  figures.  I  want  to  see  what  your  calcu- 
lation is.  You  made  up  this  calculation,  did  you  not?  A.  I  su- 
pervised its  preparation. 

Q.  Who  actually  made  it?.  Who  is  responsible  for  the  accu- 
racy of  these  calculations  ?    A.  Mr.  Carpenter. 

Q.  Is  he  here?    A.  No,  sir. 

Q.  Do  you  know  what  he  did  to  arrive  at  the  figures  ex- 
actly? Because  we  have  not  much  time  and  I  want  to  get  at 
this  and  it  will  only  take  a  few  minutes  if  we  have  the  man 
who  knows.  A.  If  you  want  Mr.  Carpenter  here  we  can  have 
him  here  in  half  an  hour. 

MR.  FISKE :  If  you  knew  how  he  made  up  the  calculation, 
that  is  enough,  and  it  will  save  time. 

Q.  I  do  not  want  a  long  explanation,  I  want  to  know  just 
what  he  took  as  representing  what.  A.  We  primarily  take 
the  premiums  received  on  the  business  issued  during  the  year 
and  from  the  premiums  thus  received  we  charge  all  the  ex- 
penses properly  belonging  to  the  year's  issue. 

Q.  What  did  you  take  at  the  premiums  for  the  year  to  start 
with?  A.  The  exact  amount  I  have  not  with  me,  but  some- 
thing over  $3,000,000. 

Q.  Let  us  have  Mr.  Carpenter  down  here  and  find  out  just 
what  the  calculation  is.  There  is  no  use  in  talking  in  general 
terms  about  it.  That  is  all,  Mr.  Craig.  Ask  him  to:  bring 
down  his  figures. 

HALEY  FISKE,  resumed: 

BY  MR.  HUGHES: 

Q.  Now  Mr.  Fiske,  you  have  said  that  lapses  are  expensive 
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to  your  company  because  while  you  pay  nominally  fifteen 
times  the  first  payment  by  the  policyholder  to  the  solicitor — 
A.  Increase. 

Q.  On  the  net  increase?     A.  Yes. 

Q.  That  in  effect  you  pay  thirty  times?    A.  In  fact. 

Q.  On  account  of  lapses?    A.  Yes,  sir. 

Q.  Now  is  it  not  a  fact  that  because  you  pay  only  on  the 
net  collectible  debit  of  the  solicitor  you  do  not  in  the  aggregate 
pay  during  the  year  a  commission  except  on  the  net  increase  of 
the  year's  business?  A.  Oh,  no,  sir;  it  is  not  the  fact.  We 
know  the  exact  figures  that  we  pay  for  special  salaries,  and 
when  you  divide  that  by  the  amount  of  increase,  we  know  the 
exact  figures  that  come  in  the  collectible  debit.  We  find  that 
we  have  paid  thirty  times  instead  of  fifteen. 

Q.  You  mean  you  know  the  amount  you  have  paid  in  special 
salary  for  the  year?  A.  Yes,  sir;  and  we  know  the  increase 
we  have  made. 

Q.  And  you  know  the  increase  you  have  made.  And  when 
you  say  you  find  you  have  paid  thirty  you  mean  vou  find  you 
have  paid  thirty  times  the  first  premium  on  the  increase?  A. 
We  have  paid  thirty  times  the  increase  on  special  salary. 

Q.  What  do  you  mean  by  the  increase,  you  mean  the  in- 
crease in  the  first  payment?  A.  The  increase  on  net  collectible 
debit. 

Q.  How  do  you  account  for  that?  A.  We  account  for  that 
b}^  the  fact  that  agents  go  out  when  the  policies  lapse  and  that 
we  cannot  make  up  from  the  new  agent  the  money  that  the 
old  agent  has  been  paid  and  which  we  cannot  get  back  from 
him. 

Q.  Of  course,  if  the  agents  remained  the  same  that  would 
not  be  the  case?     A.  No. 

Q.  It  could  not  be  the  case?    A.  It  could  not  be  the  case. 

Q.  Then  you  would  only  pay  on  the  net  increase?     A.  Yes. 


5035 


Testimony  of  Haley  Fiske 

Q.  So  it  must  be  due  to  the  fluctuation  of  the  agents?  A. 
Yes,  sir ;  and  that  is  due  to  the  lapses. 

Q.  To  the  discouragement  of  the  agent  caused  by  the  lapses 
and  the  reduction  of  his  net  collectible  debit  to  below  claim- 
ing, as  you  put  it?     A.  Yes,  sir. 

Q.  Can  you  tell  me  to  what  extent  your  agents  did  change 
in  the  year  1904?  A.  I  can.  The  number  of  agents  who  left 
our  service  in  1904  was  16,933. 

Q.  And  the  number  of  agents  that  you  had  at  any  one  time 
in  your  employ  was  how  many?  A.  At  the  end  of  the  year  we 
had  12,028. 

Q.  And  how  many  at  the  beginning  of  the  year?    A.  11,909. 

MR.  MILBURN :  That  means  the  same  agency  changes 
several  times? 

THE  WITNESS:  Yes,  it  means  that  the  agent  comes  in, 
tries  the  business,  does  not  succeed  and  goes  out.  We  have 
to  make  experiments  before  we  get  a  permanent  agent. 

MR.  COX:  What  was  the  first  figure? 
THE  WITNESS:  16,973. 

Q.  Do  you  include  in  the  amount  of  the  cost  of  getting  the 
new  business  as  indicated  by  the  special  salary  the  moneys 
that  you  have  lost  through  the  failures  of  agents  to  account? 

A.  Oh,  no,  sir.  The  special  salary  is  a  definite  sum  paid  as 
special  salary. 

Q.  Have  you  the  figures  here  which  will  show  what  you 
paid  for  special  salary  in  1904?     A.  I  have  not  here  but 

Q.  You  can  get  those?    A.  Yes,  sir. 
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Q.  I  should  like  to  get  those  and  see  just  how  you  arrive 
at  this  thirty  times  which  you  say  the  new  business  has  cost 
you. 

MR.  MILBURN :  Let  me  see  that  sheet  that  you  have.  Mr. 
Craig-  thinks  it  is  there. 

THE  WITNESS :  I  do  not  see  it  there. 

MR.  MILBURN:  What  is  that  item  (indicating)? 

THE  WITNESS :  Mr.  Craig  believes  that  item  is  $1,460,066. 

Q.  Which  you  paid  in  special  salaries?    A.  Yes. 

Q.  On  your  industrial  business  in  1904?    A.  Yes,  sir. 

Q.  And  in  1904  you  wrote  in  new  business  on  the  industrial 
plan  178,312  policies?  A.  I  think  so,  but  the  special  salary 
is  not  based  on  the  amount  written,  it  is  based  on  the  increase. 

Q.  I  understand  that,  but  I  am  trying  to  get  at  what  these 
new  policies  cost  you?    A.  Yes. 

Q.  The  total  amount  of  special  salary  you  paid  was  how 
much?     A.  $1,460,066. 

Q.  Now,  you  wrote  in  that  year  178,312  new  policies  on  the 
industrial  plan?    A.  Oh,  a  great  many  more  than  that. 

Q.  Well,  wait  a  moment.  You  are  quite  right,  I  was  re- 
ferring to  the  ordinary  plan.     A.  Yes. 

Q.  I  intended  to  read  the  figure  for  the  industrial  plan.  You 
wrote  in  the  year  1904  on  the  industrial  plan  1,829,559  new 
policies?     A.  If  that  is  the  figure  there? 

Q.  Yes.     A.  That  is  about  right,  I  should  think. 

Q.  And  you  paid  in  special  salaries  $1,460,066?  A.  Yes, 
sir ;  but  these  figures  have  no  relation  to  one  another. 
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Q.  Why  not?  A.  Because  the  special  salary  is  based  on  the 
increase  of  collectible  debit. 

Q.  I  know,  that  is  the  way  you  figure  it  out —  A.  That  is 
the  way  we  pay  it. 

Q.  That  is  the  way  you  pay  it,  but  the  fact  is  that  you  paid 
for  new  business  a  certain  amount  of  money  and  you  wrote  a 
certain  number  of  policies,  and  if  you  really  want  to  know 
what  those  policies  cost  you  each,  you  can  easily  find  out  in 
that  way,  can  you  not?  A.  No,  you  can  only  find  the  amount 
of  special  salary  per  policy.     You  can  find  that. 

Q.  What  else  do  you  pay  in  getting  the  new  policies  on 
your  books  beside  the  special  salary?  A.  We  pay  superin- 
tendents' and  assistants'  salaries  and  home  office  expenses,  Mr. 
Lanier's  expenses,  and  all  those  things. 

Q.  Is  this  amount  you  have  given  me  of  special  salaries, 
the  special  salaries  simply  of  the  solicitor?     A.  Yes,  sir. 

Q.  But  we  can  put  that  aside  as  the  total  item  of  that  ex- 
pense for  that  year?     A.  Mr.  Craig  tells  me  so,  yes,  sir. 

Q.  What  other  items'  of  expense  have  you  for  that  year, 
which  enter  into  the  cost  of  getting  new  business?  A.  The 
superintendents'  and  assistants'   salaries. 

Q.  Give  me  the  figures  if  you  will,  iplease.  In  other  words, 
to  save  time,  if  you  will  just  read  upon  the  record  a  state- 
ment of  the  various  amounts  which  go  to  make  the  total  of 
the  expense  of  the  new  business  in  1904  on  the  industrial  plan. 
A.  I  have  not  the — ^I  was  explaining  a  moment  ago  how  we 
charge — the  proportion  of  Mr.  Lanier's  expenses  of  the  com- 
pany we  charge— and  said  that  we  took  the  number  of  policies 
issued  during  the  year,  and  made  a  proportion  between  that 
and  the  number  in  force  at  the  beginning  of  the  year,  and  in 
that  way  arrived  at  the  proportion  of  the  miscellaneous  ex- 
penses, which  should  be  apportioned  to  the  first  year  of  in- 
surance, and  then  we  take  one-half  of  that  sum  as  the  initial 
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cost  of  new  business  arising  out  of  these  miscellaneous  ex- 
penses  

Q.  Well,  you  can  show  how  you  distributed  the  miscellane- 
ovis  expenses?  A.  And  that  sum  we  charge  on  the  miscel- 
laneous expenses  is  $448,714. 

Q.  What  class  of  expenses  are  included  under  that  head  of 
miscellaneous  expenses?  A.  That  is  everything  except  super- 
intendents' and  assistants'  salaries,  special  salary,  medical 
fees,  extra  compensation,  ordinary  commissions.     That  is  all. 

Q.  Give  me  the  amounts  of  those  that  are  not  included  in  the 
miscellaneous  expenses?  A.  The  proportion  of  superintend- 
ents' and  assistants'  salaries  that  we  thought  fair  to  charge  the 
new  business  in  this  way ;  taking  the  unit  of  premiums  written 
during  the  year  and  the  proportion  which  they  bore  to  the 
units  of  premiums  in  force  at  the  beginning  of  the  year,  and 
applying  that  proportion  to  the  superintendents'  and  assist- 
ants' salaries,  we  arrive  at  a  figure,  and  we  take  one-half  of 
that  as  properly  applicable  to  the  initial  cost  of  new  business. 

Q.  How  much  does  that  amount  to?  A.  Three  hundred  and 
forty-eight  thousand  five  hundred  and  eighty  dollars. 

Q.  What  else  is  there?  A.  Then  the  special  salary  which  I 
have  given  you. 

Q.  Now,   do  these   three   sums A.  Then  the   medical 

fees. 

Q.  How  much  is  that?  A.  Five  hundred  and  forty-six 
thousand  two  hundred  and  seventy-five  dollars. 

Q.  Anything  else?  A.  The  extra  compensation;  that  means 
money  that  we  pay  over  and  above  special  salaries  for  getting 
the  business. 

O.  What  is  that?  A.  Five  hundred  and  seventy  thousand 
four  hundred  and  ninety-eight  dollars. 

Q.  Yes.  A.  And  then  the  ordinary  commission  for  one 
week,  $28,027. 
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Q.  How  do  you  arrive  at  that?  A.  Well,  that  is  the  actual 
commission  we  pay  on  the  collection  of  the  first  week's  pre- 
miums. We  are  getting  at  the  initial  cost,  so  that  first  week's 
premium  ought  to  have  its  commission  deducted.  The  sum 
of  those  items  is  $3,402,160.  Dividing  that  by  the  number  of 
policies  issued  brings  out  $2.07. 

Q.  The  number  of  policies  issued  is  1,829,559,  is  it  not? 
A.  One  million  six  hundred  thirty-nine  thousand  eight  hundred 
and  sixty-three.  I  believe  these  figures  of  mine  to  be  accurate, 
sir. 

MR.  CRAIG:  Those  figures  must  be  business  assumed  from 
other  companies. 

THE  WITNESS :  Yes. 

Q.  On  what  basis  did  you  distribute  the  miscellaneous  ex- 
penses, what  were  the  proportions?  A.  We  took  the  number 
of  policies  issued  during  the  year  applied  to  the  number  of 
policies  in  force,  at  the  beginning  of  the  year,  and  charged  to 
the  year  that  proportion  of  the  actual  miscellaneous  expenses 
which  the  proportion  brought  out,  and  then  took  one-half  of 
that  sum  as  a  proper  charge  on  the  initial  cost  of  new  business. 

Q.  What  was  the  proportion  you  took  in  the  superintendents 
and  assistants  ?  A.  We  based  it  there  on  units  of  premiums,  be- 
cause their  salaries  are  based  rather  on  premiums  than  on  salaries. 
I  do  not  think  there  is  very  much  difference  in  the  calculation.  I 
do  not  think  there  is  much  difference  in  the  calculation,  but  the 
actuaries  thought  it  would  be  fair. 

Q.  Did  you  take  the  entire  amount  of  medical  expenses?  A. 
Yes,  because  the  medical  expenses  are  only  on  the  examination  of 
new  applications.     That  is  the  way  the  $2.07  is  made  up. 
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Q.  Now,  you  get  your  $2.07  by  taking  the  total  of  these  ex- 
penses that  you  have  mentioned  and  dividing  the  total  by  the  num- 
ber of  policies  issued  ?     A.  Yes,  sir. 

Q.  In  that  calculation  with  reference  to  the  cancelled  policies 
you  make  no  reference  to  the  time  it  has  been  in  force,  for  you  are 
dealing  with  the  initial  cost?  A.  No,  not  the  initial  cost,  that  is 
placing  it  on  the  books. 

Q.  I  say  you  are  dealing  with  the  initial  cost?     A.  Only. 

Q.  Only,  hence  you  do  not  take  into  consideration  there  the  time 
it  has  been  on  the  books  ?     A.  No,  sir. 

Q.  Then  you  figure  out  that  $2.07  being  the  average  initial  cost 
of  the  new  business,  if  575,392  industrial  policies  lapse,  those  poli- 
cies have  cost  the  company  $2.07  a  piece?     A.  Yes. 

Q.  Was  it  not  by  multiplying  that  575,392  by  $2.07  that  you  got 
your  $1,070,229?     A.  I  said  that  in  the  beginning. 

Q.  There  seems  to  have  been  a  great  deal  of  difficulty  in  having 
that  elucidated.  A.  I  thought  so,  too,  but  I  was  trying  to  explain 
it  to  you. 

Q.  Why  did  you  not  make  it  clear  to  my  benighted  mind  ?  A.  I 
was  beginning  the  explanation  I  have  made  now  when  you  ex- 
cused me  and  asked  Mr.  Craig  to  take  the  stand.  I  am  sorry,  but 
I  was  starting  to  do  that  very  thing. 

Q.  It  seems  simple  enough  ?     A.  It  is. 

Q.  Now,  having  that  cost  of  $2.07  for  each  one  of  the  cancelled 
policies,  you  then  figure  the  amount  you  have  received  from  the 
poHcyholders  of  72.6  cents  ?    A.  Yes. 

Q.  And  figure  an  actual  loss  to  the  company  of  $1,344  cents,  by 
taking  the  difference  between  the  initial  cost  of  $2.07  and  the 
amount  the  policyholders  whose  policy  has  lapsed  has  paid  on  the 
average  of  72.6  cents  ?    A.  Yes,  sir. 

Q.  That  you  make  a  total  of  $773,326.84.  Now,  how  is  that 
made  good  to  the  company  ?    A.  Why,  in  a  sense  it  is  never  made 
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good.  That  is  to  say  we  have  spent  the  money  out  of  the  capital 
of  the  company.  We  do  get  it  back  on  the  receipt  of  premiums 
from  persistent  poHcyholders. 

Q.  Then  you  make  your  premiums  sufficiently  high  to  cover  that 
loss  and  provide  you  in  ordinary  calculations  with  a  surplus  ?  A. 
The  premiums  are  sufficiently  high  to  produce  a  surplus  at  the  end, 
as  I  have  shown,  at  the  end  of  the  sixth  or  seventh  year.  I  think 
It  is  a  mistake  to  say  that  we  made  the  premiums  high  on  that 
account,  because  the  premiums  were  made  before  we  had  the  ex- 
perience. 

Q.  You  found  them  high  enough  to  protect  you  ?     A.  Yes. 

Q.  Now,  the  fact  is  that  your  total  cost  of  putting  the  cancelled 
policies  upon  the  books  in  1904  was  $1,070,229?     A.  Yes,  sir. 

Q.  And  the  total  amount  you  had  received  upon  those  policies 
was  $417,734?    A.  I  should  think  that  was  correct. 

Q.  And  the  difference,  or  $653,000  approximately,  was  the  ac- 
tual amount  you  were  out  upon  those  cancelled  policies  ?  A.  Yes, 
sir ;  plus  those  other  sums  of  loss  there  which  I  explained. 

Q.  Now,  then,  having  that  as  the  actual  loss  on  comparing  the 
amount  of  premiums  received  with  the  cost  of  putting  the  business 
on  the  books,  you  then  figure  out  an  additional  loss  through  the 
carrying  of  the  insurance  ?     A.  Yes. 

Q.  Now,  what  does  that  represent?  A.  That  represents,  as  I 
think  I  did  explain,  Mr.  Hughes,  the  first  item  is  the  ordinary  sal- 
ary being  fifteen  per  cent,  on  60.6  cents,  that  is  the  premiums  re- 
ceived after  the  first  week  amounting  to  9.1  cents. 

Q.  Yes.  A.  The  interest  on  the  death  of  one  dollar  and  eighty 
cents  for  twelve  weeks  amounted  to  1.8,  the  proportion  of  claims 
which  should  be  borne  by  these  policyholders  being  6.4  cents  and 
the  proportion  of  miscellaneous  expenses,  superintendents'  and  as- 
sistants' salaries  amounting  to  34.3. 

Q.  That  34.3  is  charged  against  cancelled  policies  in  addition 
to  what  has  been  charged  as  applicable  to  the  cost  of  writing  the 
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business?    A.  Yes,  we  charge  one-half  of  the  initial  cost,  and  the 
other  half  belongs  to  the  year. 

-Q.  So  you  charge  first  the  cost  of  putting  the  business  on  and 
next  taking  care  of  it?    A.  Yes. 

Q.  The  cost  of  taking  care  of  it  and  paying  their  pro  rata 
share  of  the  disbursements  of  the  company  you  figure  out  to 
be  51  cents  and  a  fraction.    A.  Six-tenths. 

Q.  Six-tenths  of  a  cent  upon  each  one  of  those  cancelled  pol- 
icies?   A.  Yes,  sir. 

Q.  And  that  taken  with  the  amount  of  net  loss  to  the  com- 
pany on  the  cost  of  writing  the  business  makes  your  aggregate 
of  1.86?    A.  Yes,  sir. 

Q.  Which  is  the  complete  loss?    A.  Yes. 

Q.  And  that  is  made  good  to  the  company  by  the  premiums 
of  the  persistent  policyholders?  A.  In  subsequent  years,  yes, 
sir. 

Q.  So  your  point  is  on  the  whole  statement  that  the  lapses 
are  a  loss  to  the  company  and  that  your  gains  are  always  out 
of  the  premiums  of  the  fellows  who  stay  in?    A.  Exactly. 

Q.  And  interest  on  your  investments?  A.  That  is  the  same 
thing. 

Q.  And  the  interest  on  the  moneys  accumulated  through  the 
premiums  of  those  who  persist?    A.  It  is  the  same  thing. 

Q.  Now,  we  have  referred  once  or  twice  to  the  fact  that  it 
appears  in  the  gain  and  loss  exhibit  that  certain  reserves  are 
released  by  surrender  and  lapse,  and  that  comparing  those  with 
the  surrender  and  lapsed  values  allowed,  you  show  last  year  a 
gain  of  some  three  millions  of  dollars.  Now  your  point  as  I 
understand  it  is  that  it  is  not  fair  to  take  that  gain  as  the  result 
of  your  new  business  or  lapsed  business  in  the  first  year?  A. 
The  correction  that  should  be  made  is  that  of  that  three  mil- 
lions, only  $2,009,424.70  belongs  to  the  industrial  department. 

O.  Let  ns  take  that  figure  $2,009,000  belongs  to  the  industrial 
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department.  Now  you  say  that  amount  is  not  gained  from  the 
policies  that  lapsed  in  the  earlier  years  because  you  do  not  ac- 
cumulate anything  in  the  early  years?    A.  Yes,  sir. 

Q.  That  two  million  dollars  is  gained  by  the  release  of  the 
reserves  that  are  applicable  to  the  entire  industrial  business?  A. 
Yes,  sir. 

Q.  And  it  is  to  be  treated  as  a  gain  upon  the  entire  industrial 
business,  but  it  is  a  gain  in  that  sense  upon  the  lapses?  A.  Not 
quite  a  gain,  sir;  it  is  a  release  of  statutory  reserves  that  we 
have  never  received. 

Q.  And  which  you  have  as  a  liability?  A.  Which  we  have 
taken  out  of  the  capital. 

Q.  Hardly  out  of  the  capital,  because  your  capital  is  not  big 
enough  to  stand  it;  you  have  taken  it  out  of  the  assets?  A. 
Yes. 

Q.  Taken  out  of  the  assets  ?  A.  Capital  and  surplus,  I  mean, 
of  course — it  does  not  make  any  difference. 

Q.  You  have  for  example  a  certain  liability  because  of  the 
insurance  you  are  carrying?    A.  Yes. 

Q.  A  valuation  of  your  risks  at  a  given  date.  Now  when  a 
policy  lapses  there  is  a  certain  liability  that  is  released?    A.  Yes. 

Q.  And  taking  your  entire  liabilities  upon  your  industrial  pol- 
icies at  a  given  date  you  find  that  through  lapses  upon  a  com- 
parison with  the  money  you  have  paid  the  surrender  of  the 
lapsed  policies,  that  there  is  a  gain  in  the  industrial  branch  of 
about  $2,000,000?  A.  I  don't  think  you  can  call  it  a  gain  inas- 
much as  it  is  a  release  of  liability  as  money  we  have  never  re- 
ceived. 

Q.  It  is  a  gain  in  the  sense  that  your  liability A.  It  is  a 

credit. 

O.  It  is  a  gain  in  the  sense  that  your  liability  has  diminished 
through  the  lapse A.  Precisely  that. 
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Q.  To  an  extent  of  some  two  millions  of  dollars  or  more?  A. 
That  is  it  precisely. 

Q.  Then  the  money  you  have  to  pay  out?    A.  Yes. 

Q.  And  in  figuring  up  your  gain  and  loss  exhibit  for  that  year 
that  is  really  a  substantial  factor  in  your  net  result?  A.  Oh, 
yes,  sir,  it  is  a  release  of  liabilities  to  the  extent  of  $2,000,000. 

Q.  In  other  words  if  you  had  had  to  pay  on  your  industrial 
business  the  amount  which  you  valued  your  liability  at  the  time 
your  policy  lapsed  you  would  not  have  had  any  gain  in  surplus 
at  the  end  of  last  year?  A.  Yes,  sir.  On  the  contrary  we  would 
have  paid  out  of  assets  or  the  capital  and  surplus  two  millions 
of  dollars. 

Q.  Now,  Mr.  Fiske,  you  desired  to  make  a  statement  with  re- 
gard to  the  large  expenses  of  doing  the  industrial  business.  A. 
Yes,  sir,  if  you  please.  The  expense  of  industrial  insurance  is 
undoubtedly  high,  but  unavoidable.  In  considering  it  we  must 
look  at  the  alternative.  Down  in  1867  in  England  14,000  out  of 
38,000  burial  clubs  established  by  or  for  working  men  had  col- 
lapsed and  a  large  majority  of  the  existing  remainder  were  in- 
solvent. When  our  company  began  business  in  Pittsburg  our 
superintendent  found  50  "graveyard"  local  concerns  which  melt- 
ed away  as  his  work  progressed.  In  1864  Great  Britain  began 
to  work  industrial  insurance  through  the  Post  Office.  In  the 
first  18  years  7,000  policies  were  issued  for  less  than  $3,000,000. 
Then  the  number  of  Post  Office  insurance  stations  was  increased 
from  2,000  to  8,800  and  in  the  next  10  years  less  than  7,000 
policies  for  $1,500,000  were  issued.  Meanwhile  the  Prudential  of 
London  was  issuing  each  year  more  than  the  total  Government 
business  for  29  years.  In  New  Zealand  the  Government  started 
the  business  in  1875,  but  quickly  discontinued  it;  revived  it  in 
18S1  and  abandoned  it  in  1887.  That  industrial  insurance  on 
sound  actuarial  principles  meets  a  want  is  proved  by  the  exist- 
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ence  of  1^,000,000  of  policies  in  the  United  States  after  25  years 
of  operation. 

Q.  You  could  apply  that  argument  to  the  lottery  business 
could  you  not?     A.  I  don't  think  so. 

Q.  In  other  words,  if  you  merely  take  into  consideration  the 
demand,  if  you  think  that  is  a  legitimate  argument?  A.  I  do 
not  quite  agree  with  you,  Mr.  Hughes.  We  have  now  25 
years"  experience  and  we  have  fifteen  millions  of  policies  among 
the  working  classes,  policies  of  insurance.  We  have  cities  in 
which  the  number  of  policies  equals  the  entire  population.  We 
increase  every  year  millions  of  policies  in  force ;  we  pay  out  mil- 
lions of  death  claims.  I  believe,  judging  from  the  history,  judg- 
ing from  these  other  facts,  that  I  have  stated,  that  this  insur- 
ance meets  a  definite  and  distinct  want  which  has  got  to  be 
met  in  some  way  that  if  it  were  not  for  the  establishment  and 
operation  of  solvent,  well-managed,  sound  principled  insurance 
companies,  these  men  would  become  the  prey  of  insolvent,  in- 
secure co-operative  and  assessment  companies.  They  are 
bound  to  hav2  the  insurance;  they  are  just  as  much  entitled  to  it 
as  the  rich  man;  they  need  it;  they  demand  it;  and  the  alterna- 
tive question  to  me  is  shall  it  on  the  one  hand  be  done  by  a 
company  based  on  actuarial  principles  with  capital  and  surplus 
or  shall  these  poor  people  be  left  to  the  kind  of  insurance  which 
experience  has  shown  is  insecure  and  does  not  do  them  any 
good.     That  is  the  argument. 

Q.  In  the  Government  experiments  that  have  been  made  do 
you  know  the  rates  charged?    A.  I  do  not  sir. 

Q.  Was  the  failure  due  to  the  insufHciency  of  rates?  A.  The 
failure  was  due  to  the  fact  that  no  agent  presented  the  case. 
Now,  this  is  true,  I  think,  in  life  insurance  generally  in  this 
country,  that  people  will  not  insure  unless  they  are  asked  to 
insure.     They  will  be  asked  to  insure;  they  will  get  together  and 
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combine  in  dubs,  and  those  clubs  will  appoint  agents  and  the 
agents  will  ask  them  to  insure  in  some  way  or  other;  they  are 
going  to  be  insured  in  my  judgment,  but  it  will  not  be  success- 
ful unless  there  is  an  agency  force  to  present  the  case  to  them. 
That  is  true  of  old  line  insurance  and  equally  true  in  industrial 
insurance;  but  to  say  that  these  people  should  be  left  without 
industrial  insurance,  is  really  to  argue  that  people  are  to  be  left 
without  any  insurance,  with  agency  establishments  throughout 
the  country,  and  that  nobody  should  be  insured  who  does  not 
go  to  the  home  office  and  ask  for  it — in  other  words,  there  is 
a  real  analogy  between  our  business  and  ordinary  life  insur- 
ance, and  the  business  has  got  to  be  conducted  with  relation 
to  the  mortality  of  the  classes  insured,  and  the  expense  of  placing 
the  business. 

Q.  The  point  is  that  in  ordinary  insurance  the  ratio  of  returns 
is  so  great  that  the  element  of  speculation  is  considerably  re- 
duced, whereas  despite  the  fact  of  the  great  loss  to  your  com- 
pany through  the  non-persistence  of  the  industrial  business,  it 
appears  that  from  the  standpoint  of  the  policyholder  a  very 
large  percentage  of  those  that  insure  get  no  returns,  and  the  ele- 
ment of  speculation  is  increased.  A.  I  should  not  call  it  specu- 
lation at  all,  Mr.  Hughes.  I  have  already  explained  that  my 
belief  is  that  the  number  of  lapses  reported  is  extremely  mis- 
leading as  effecting  the  individual,  that  the  number  of  people 
who  actually  lose  money  is  very  small  comparatively,  and  that 
the  amount  of  money  that  they  lose  is  very  small  indeed. 

Q.  That  is  really  the  important  inquiry,  and  in  regard  to  that 
it  is  difficult  to  obtain  any  satisfactory  data?     A.  Yes,  sir. 

Q.  For  example,  you  will  appreciate  the  fact  that  if  seventy- 
five  per  cent,  of  the  poor  pay  money  into  a  concern  upon  which 
they  get  no  return,  that  it  might  be  a  serious  matter  even  though 
the  twenty-five  per  cent,  did  get  returns.     A.  That  would  be  a 


5047 


Testimony  of  Haley  Fiske 

serious  matter  and  that  I  am  sure  is  not  true  of  industrial  in- 
surance. 

Q.  The  seriousness  of  it  depends  upon  the  number  who  do 
put  money  in  without  getting  a  return.  For  example  if  you  find 
ten,  fifteen  or  twenty  per  cent,  and  the  remainder,  eighty,  eighty- 
five  or  ninety  get  returns  upon  their  life  insurance,  in  the  ordi- 
nary course  it  would  be  very  valuable  to  the  large  majority?  A. 
Yes,  sir. 

Q.  So  that  my  inquiries  have  been  directed  to  this  question  be- 
cause of  the  very  large  percentage  of  those  who  go  in — about 
two-thirds  as  I  understood  the  testimony,  and  get  nothing  out 
of  it.  You  have  explained  that  your  company  does  not  profit, 
that  it  is  a  great  loss  to  your  company,  but  on  the  other  hand, 
looking  at  it  from  the  point  of  view  of  the  policyholder  the 
question  is,  is  it  not,  to  the  poor,  taken  as  a  whole,  a  cause  of 
wastefulness?  A.  That  goes  to  the  assumption  that  those  who 
lapse  got  nothing  out  of  it.  That  assumption,  I  think,  is  not 
borne  out  by  the  fact.  There  are  numbers  of  people  who  hold 
three  and  four  policies  each;  they  are  frequently  led  to  take  ad- 
ditional insurance;  they  lapse  it,  but  they  still  have  insurance. 
Then,  as  to  other  people,  while  they  lapse  it  they  go  right  in 
again  and  take  it,  in  other  words,  the  people  who  lapse  are  also 
the  people  who  are  insured  and  get  the  money;  they  do  not  lose. 

Q.  Of  course,  we  have  to  consider  that  particular  policy?  A. 
You  have  in  this  investigation  to  consider  the  particular  policy. 
You  have  not  got  to  take  it  for  granted  in  view  of  the  facts 
I  have  stated  that  the  people  who  lapse  are  the  people  who  get 
nothing.  I  think  they  are,  upon  the  whole,  the  people  who  do 
get  the  insurance  finally.  In  other  words,  a  man  when  his  claim 
matures,  is  very  likely  to  have  been  found  in  his  Hfetime  the 
possessor  of  ten,  or  a  dozen  of  policies  which  have  lapsed,  but 
he  has  got  the  last  one,  he  has  paid. 
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Q.  You  think  the  amount  he  has  paid  on  the  ten  or  a  dozen 
would  not  be  an  improper  consideration  on  the  one  he  has  finally 
paid?  A.  I  think  it  was  improvident  for  him  to  have  lapsed 
them,  but  I  also  think  that  is  characteristic  of  these  people,  and 
that  they  are  insured  and  they  do  improvidently  lapse,  but  it 
seems  to  me  no  reason  for  forbidding  them  to  insure.  In  other 
words,  they  have  the  right  of  contract,  it  seems  to  me,  equally 
with  the  rich  man,  and  the  fact  that  they  equally  with  the  rich 
man  do  not  persist,  is  no  reason  for  saying  they  shall  not  insure 
at  all.  It  is  to  the  interest  of  the  company  and  its  management 
to  keep  them  in  and  we  do  all  we  can  to  keep  them  in;  we  are 
succeeding  in  it,  and  I  hope  the  time  will  come  when  the  lapsed 
ratio  of  industrials  will  not  be  any  greater  than  ordinary  insur- 
ance. 

Q.  The  fact  that  people  are  improvident  and  do  lapse  not  only 
reduces  the  number  that  are  benefited,  but  imposes  a  more  heavy 
rate  of  cost  on  them?  A.  That  is  true;  the  fact  that  a  man  will 
come  in  and  take  a  policy  and  lapse  it  and  then  come  in  and  take 
another  policy  and  lapse  it,  and  then  take  a  policy  and  keep  it, 
has  imposed  on  himself  very  largely  the  additional  expense. 

Q.  Going  on  with  what  you  were  about  saying A.  Now,  I 

think  if  you  take  a  city  like  Newark,  and  I  think  Cohoes,  New 
York,  is  the  same  sort  of  a  city,  where  the  number  of  policies 
in  force  is  equal  to  the  entire  population,  and  that  has  been  going 
on  a  number  of  years.  It  does  not  seem  that  a  system  like  that 
can  be  interfered  with  without  a  very  grave  disturbance  of  what 
you  might  call  political  and  economical  arrangements ;  it  is  an  in- 
stitution which  has  grounded  itself  well  with  the  general  popula- 
tion. Fifteen  millions  is  a  very  large  number  of  policies  to  be 
in  force,  considering  there  are  very  large  parts  of  the  country, 
where  we  do  not  do  any  business  at  all.  Take  in  New  York  State, 
I  think  we  have  four  millions  of  policies  in  force,  and  in  the  city 
about  2,000,000.     I  do  not  see  how  it  can  be  said  that  that  number 
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can  remain  insured  and  still  it  be  a  bad  thing  for  them.  They 
must  know  better  than  you  or  I  what  is  good  for  them  and  what 
pays  them. 

Q.  You  think  the  advantages  to  the  provident  and  those  who  re- 
main persistent  outweigh  the  disadvantages  to  those  who  are  im- 
provident ?  A.  I  think  the  improvident  people  are  the  very  same 
people. 

Q.  That  is  the  point  we  cannot  get  any  satisfactory  evidence 
upon.  Now,  if  you  will  take  up  further  the  matter  of  expense, 
bow  much  of  your  gross  premiums  go  to  reserve?  A.  About  25 
per  cent,  now  under  an  increasing  life  endowment  policy. 

Q.  How  many  companies  are  there  that  are  able  to  keep  up 
under  the  reserve  laws  in  New  York  ?  A.  There  are  only  four  in- 
dustrial companies. 

Q.  And  those  are  yours,  the  Prudential,  the  John  Hancock,  and 
what  other  ?    The  Colonial. 

Q.  Do  the  laws  of  New  York  operate  to  keep  out  others  ?  A. 
In  my  judgment  they  do. 

Q.  In  what  way?  A.  Because  of  the  severity  of  the  reserve 
laws.  There  is  a  very  large  company  in  Ohio,  and  a  very  large 
company  in  Virginia,  and  I  am  very  confident  that  if  they  under- 
took to  enter  the  State  of  New  York  and  State  of  Massachusetts, 
they  would  not  let  them  in  because,  calculated  to  the  laws  of  New 
York,  I  do  not  believe  they  have  got  assets  enough  to  keep  up 
the  reserve.  I  do  not  say  this  in  criticism  of  the  other  companies 
at  all,  but  that  I  believe  to  be  the  fact. 

Q.  What  reserve  have  you  put  up  on  the  infantile  policies  ?  A. 
We  have  put  up  $6,299,364  reserve  on  infantile  endowment  in 
excess  of  the  reserve  that  would  have  been  required  under  the 
whole  life  table.  These  endowments  have  had  a  great  influence 
in  defeating  anti-child  insurance  legislation  and  people  interested 
in  charities  highly  approve  of  them.  I  remember  very  well  in 
Ohio,  in  an  address  before  the  Legislative  Committee,  one  of  the 
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leading  workers  of  charity  came  in  and  opposed  the  whole  system 
of  industrial  insurance.  An  old  gentleman  I  did  not  know  heard 
me  state  what  policies  were  issued  to  children,  and  with  great 
frankness  and  decency,  as  I  thought,  he  came  in  and  withdrew 
his  objection  made  to  the  committee. 

Q.  Now,  what  was  done  to  reduce  expenses.  You  have  ex- 
plained the  increased  expenses,  due  to  the  lapses,  the  system  of 
collecting  weekly  payments  of  these  installment  expenses;  what 
can  be  done  to  reduce  expenses?  A.  The  president  was  asked 
about  attempts  to  reduce  expenses.  These  efforts  are  constant 
in  the  various  details  of  the  business ;  labor-saving  machines,  sim- 
plifying and  unifying  forms  to  save  clerical  work,  competitive 
bids  on  supplies;  we  have  just  completed  a  printing  office,  which 
has  been  in  partial  operation  in  rented  quarters,  and  which  is  sav- 
ing us  thousands  of  dollars  annually;  we  have  taken  over  the 
home  office  rentals  from  outside  real  estate  agents  to  save  ex- 
pense. But  to  bring  down  the  expense  ratio  the  matter  must  be 
looked  at  on  broad  lines. 

Beginning  at  the  top,  take  the  officers'  salaries.  They  are 
less  this  year  in  proportion  to  income  than  they  have  ever  been. 
If  they  were  all  abolished  and  the  officers  worked  for  nothing,  it 
would  make  a  difference  of  one-half  of  one  per  cent,  of  the  in- 
come ;  or,  to  put  it  another  way,  about  nine  one  hundredths  of  one 
cent  per  week  per  policy,  or  less  than  five  cents  a  year.  The 
only  comparatively  low  salaried  industrial  company  which  has 
succeeded  at  all  shows  a  higher  expense  ratio  than  the  Metro- 
politan. 

O.  To  which  company  do  you  refer?  A.  I  refer  to  the  John 
Hancock.  I  say  comparatively  low  salaries.  I  think  the  salaries 
in  Boston  are  high,  but,  as  compared  with  ours,  they  are  low. 
I  think  if  you  compare  the  expense  to  income,  we  will  be  found 
low.     Take  the  home  office  force.     Of  the  clerical  force  we  start 
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women  at  $6.00  per  week,  men  at  $8.00,  and  give  them  an  in- 
crease each  year  to  a  maximum  of  $12  and  $20.  The  heads  of 
departments  are  not  over-paid.  Each  superintendent  of  agency 
has  charge  of  about  1,500  field  men  and  800,000  policies,  with 
a  premium  income  of  say  $5,000,000  a  year — a  good-sized  com- 
pany in  itself.  They  are  in  the  field  most  of  the  time,  and  receive 
about  $5,000  a  year. 

If  we  go  into  the  field  the  compensation  paid  out  of  the  Indus- 
trial Department  is  not  such  that  it  can  be  cut.  Superintendents 
in  the  Industrial  Department  average  $43  'a  week ;  assistants,  $20 ; 
agents,  $12.  We  have  tried  experiments  on  agents'  compensation 
vfith  the  result  of  finding  the  present  scale  the  most  economical. 
Some  time  ago  we  began  concentrating  and  increasing  the  size 
of  debits  given  to  the,  agents,  so  as  to  make  their  collection  com- 
mission higher  and  tempt  them  to  persist.  We  are  having  good 
results.  We  tried  to  hire  assistants  at  $15  per  week,  but  could 
not  get  the  best  agents  to  accept  promotion.  Salaries,  commis- 
sions, rents,  supplies — these  we  have  studied  to  effect  savings. 

But  the  fact  is  that  the  saving  in  expense  must  come  from 
the  retention  of  agents  and  the  saving  of  lapses.  Loss  in  either 
of  these  respects  means  loss  in  the  other.  The  resignation  of  any 
agent  brings  about  a  lapse  of  a  certain  amount  of  business;  the 
early  lapsing  of  business  written  brings  out  resignation  of  agents. 
The  study  of  the  whole  executive  force  is  concentrated  to  hold  the 
agents  and  to  save  the  lapses.  I  have  spoken  of  what  we  do  to 
save  lapses  and  of  our  success.  As  to  the  agents,  we  started  up 
the  active  prosecution  of  the  ordinary  business,  in  order  to  attract 
better  men  and  get  them  to  be  more  persistent  by  putting  them 
in  the  way  of  getting  better  incomes.  Nearly  all  of  our  ordinarv 
— 95  per  cent,  of  it  last  year— is  written  by  the  industrial  agents. 
They  were  paid  the  first  year's  commission,  and  the  renewals  were 
given  to  the  superintendent  and  assistants  as  the  best  means  of 
saving  lapses.     Last  year  we  began  the  system  of  allowing  the  re- 
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newals  to  the  agents,  in  order  to  encourage  persistence,  giving  the 
superintendent  also  a  small  interest.  This  is  an  effort  to  hold  the 
men  and  the  business,  the  result  of  which  it  will  take  a  few  years 
to  determine.  Realizing  that  the  canvass  for  ordinary  by  indus- 
trial agents  must,  at  least  in  the  beginning,  be  among  the  in- 
dustrial risks,  we  have  not  expected  to  make  any  money  out  of  the 
ordinary  business.  We  are  satisfied  to  come  out  even,  if  we 
can  use  the  business  to  attract  better  men,  to  hold  them  better, 
help  them  in  the  canvass  of  the  better  housed  and  paid  working 
classes,  and  so  raise  the  persistence  of  the  industrial  business  and 
reduce  the  expense  ratio.  This  is  the  line  on  which  we  are  work- 
ing, and  working  hard. 

Q.  Does  that  mean  that  premiums  in  the  Industrial  Depart- 
ment are  sufjficiently  high  to  enable  you  to  do  the  ordinary  business 
at  cost  ?  A.  No,  sir ;  it  means  that  we  have  got  a  plant  which 
we  have  got  to  maintain  anyway,  the  plant  being  the  men,  the 
superintendents,  the  assistants,  the  officers,  and  we  do  not  increase 
that  expense  by  reason  of  the  ordinary  business,  except  as  charge 
the  increase  expense  of  the  ordinary  business. 

Q.  But  you  say  you  have  not  expected  to  make  anything  out 
of  the  ordinary  business?  A.  No,  sir,  and  we  come  out  about 
even.     That  means,  our  ordinary  business  is  all  on  a  stock  basis. 

Q.  That  means  that  all  your  profits  are  made  out  of  indus- 
trial premiums.     A.  Oh  yes,  sir. 

Q.  That  is  what  it  really  means  ?  A.  Oh  yes,  sir ;  and  all  profits 
paid  to  policyholders  are  out  of  industrial  premiums;  in  other 
words,  our  ordinary  business  is  a  stock  business,  loading  only 
from  lo  to  I7i  per  cent. 

Q.  If  you  did  merely  an  ordinary  business  at  your  present 
rate,  you  would  either  have  to  shut  up  or  be  regarded  as  a  phil- 
anthropic institution?  A.  No;  the  first  thing  we  would  do  then 
would  be  to  establish  general  agencies  for  the  working  of  ordi- 
nary department  alone,  and  I  think  then  we  would  probably  come 
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out  ahead  on  that  alone;  but  we  are  now  doing  it  through  in- 
dustrial agents,  and  we  really  started  the  ordinary  business  to 
help  out  the  industrial  agents,  and  for  them  only,  and  we  have 
not  started  a  system  of  general  agencies,  for  instance,  as  the 
Prudential  testified  they  had. 

Q.  Your  accumulation  of  profits  may  be  traced  exclusively 
to  your  industrial  business?    A.  Yes. 

Q.  Go  on.  A.  Except  so  far  as  the  intermediate  we  have 
accumulated  out  of  the  mortality  profits,  and  which  we  pay  out 
of  those  profits,  and  which  I  will  explain  later  on.  We  have 
realized  the  expensiveness  of  industrial  insurance,  and  it  was 
with  the  purpose  of  meeting  the  objection  that  we  devised  the  in- 
termediate policy.  We  resolved  to  try  the  experiment  of  offering 
to  our  industrial  classes  a  policy  which  calls  for  annual,  semi- 
annual, or  quarterly  payments.  If  successful,  we  ought  to  hold 
•our  agents  better  and  to  save  the  industrial  business  better  and 
so  reduce  expenses.  In  other  words,  we  had  a  double  purpose — 
to  offer  a  cheaper  policy  to  the  working  man  if  he  would  pay  his 
premiums  quarterly,  instead  of  weekly ;  and  to  improve  the  qual- 
ity and  persistence  of  our  industrial  agents  and  industrial  policy- 
holders. 

The  idea  was  a  novel  one,  and  there  was  no  experience  of  com- 
panies to  draw  upon,  which  would  enable  us  to  accurately  estimate 
the  results.  The  company  did  not  desire  to  enter  upon  what 
is  known  as  mutual  insurance,  based  upon  a  loading  so  large  as  to 
theoretically  pay  the  expense  and  leave  a  margin  for  payment 
back  of  so-called  dividends.  The  equitable  method  of  meeting 
the  problem  was  felt  to  be  the  construction  of  tables,  or  ratfes, 
based  upon  the  mortality  experience  of  the  company  in  the  in- 
dustrial department;  and  to  add  to  the  net  premium  ascertained 
from  these  tables  the  same  loading  which  the  company  has  used 
in  the  ordinary  policy— that  is,  stock  loading,  so-called— a  loading 
•designed  to  cover  the  expenses,  but  not  to  provide  for  dividends 
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on  the  policies.  It  was  thought  quite  possible,  however,  that,,  as 
the  better  paid  portion  of  the  working  classes  would  be  can- 
vassed, a  better  mortality  would  be  experienced  than  that  in  the 
industrial  department.  The  policies  were  issued,  therefore,  with 
the  provision,  substantially,  that  if  profits  should  be  made  dividends 
would  be  paid. 

It  is  obvious  that  these  dividends  must  come  from  savings 
from  mortality. 

The  company's  experience  has  been  very  favorable  and  the 
dividends  paid  have  been  very  handsome  returns,  but  the  com- 
pany forbids  its  agents  to  make  any  prediction  or  promise  as  to  the 
amount  or  rate  of  dividend  in  the  future. 

And  we  have  insured  thousands  of  our  industrial  policy- 
holders on  the  ordinary  and  intermediate  plan.  We  encoyrage  the 
agents  to  get  them  to  change  by  exempting  the  agents  from  the 
lapse  of  an  industrial  policy  if  changed  for  our  ordinary  policy 
in  a  minimum  of  $i,ooo. 

The  issue -of  these  policies  has  really  effected  great  changes  in 
the  agency  work  of  our  company,  and  a  class  of  people  which  for- 
merly was  not  canvassed  at  all  is  now  canvassed  industriously 
by  the  agents  of  the  old  line  companies.  We  claim  that  by  the 
issue  of  this  class  of  policies  we  have  perfected  the  system  of 
industrial  insurance  and  have  performed  our  full  duty  to  the 
wage-earners  by  furnishing  insurance  adapted  to  the  condition, 
means,  habits  of  life  and  requirements  of  all;  weekly  premiums 
for  those  who  can  afford  no  better  and  for  those  of  an  age  unsuit- 
able for  large  policies,  annual  premiums  for  small  policies,  with 
dividends,  if  earned,  as  to  which  past  experience  has  brought 
the  cost  down  to  nearly  that  of  what  is  known  as  ordinary  in- 
surance. 

Q.     It  would  seem,  from  your  statement,  that  there  can  be  no 
real  reduction  in  the  expense  of  industrial  insurance  except  as 


505s 


Testimony  of  Haley  Fiske 

lapses  decrease?     A.  Except  as  lapses  decrease,  not  any  great  re- 
duction. 

Q.  What  would  be  the  extent  of  the  saving  if  you  could  write 
the  same  amount  of  business  that  you  do  now  and  have  no  agents  ? 
A.  No  agents? 

Q.  Yes.  A.  The  figures  that  I  have  given  you  approximately 
— we  will  save  special  salaries,  of  course. 

O.  Of  about  a  million  and  a  half  a  year?  A.  Million  and  a 
half;  we  would  save  superintendents'  salaries  of  $384,000;  save 
the  extra  compensation. 

Q.  About  two  millions  and  a  half?  A.  I  think  pretty  nearly 
that. 

Q.  About  two  millions  and  a  half  out  of  the  total  expenditure 
last  year  of  some  nineteen  millions  ?  A.  Well,  two  millions  and  a 
half  is  that  portion  of  the  expense  charged  for  the  initial  cost  of 
new  business. 

Q.  It  would  make  your  total  expense,  then,  so  much  less 
Could  you  write  the  amount  of  business,  which  you  write  now  in 
your  opinion,  if  you  had  branch  offices  established,  to  which  the 
poor  could  resort  and  obtain  insurance  on  application,  in  the  same 
manner  as  they  go  to  savings  banks  and  make  their  deposits  ?  A. 
No,  sir;  I  have  no  idea  that  we  could  any  more  than  ordinary 
life  companies — they  would  not  write  like  anything  like  the  busi- 
ness they  do.  Many  savings  banks  in  the  West  and  in  the  East, 
too,  have  agents. 

Q.  To  what  extent  do  you  think  your  business  would  fall  off 
if  you  did  it  on  that  basis,  and  open  offices  where  those  who  want- 
ed insurance  could  go  and  get  it?  A.  It  is  a  pure  guess;  I  could 
not  guess  at  all.  I  think  there  would  be  a  riot  if  we  stopped  on 
account  of  the  existing  policies. 

Q.  That  is  another  story,  but  the  point  is  this :  What  is  there 
in  your  argument  that  there  is  any  such  great  demand  among 
the   poorer  classes?     Is  the   demand   so   great  that   they  would 
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be  willing  to  go  to  branch  offices  and  get  their  insurance,  make 
their  payments,  and  the  company  be  saved  this  immense  expense, 
on  account  of  drumming  them  up?  A.  No,  sir;  I  think  what 
would  happen  would  be  the  formation  of  assessment  companies 
and  burial  clubs,  which  would  have  agents,  and  which  would  get 
them  in  insecure  and  incompetent  companies,  rather  than  our  own. 
I  think  that  would  be  the  result. 

Q.  Wouldn't  it  be  the  consequence  that  the  real  thrifty  who 
wanted  insurance  would  go  and  get  it,  and  the  company  would 
be  saved  a  great  expense  of  going  to  that  class  and  the  intro- 
duction of  the  improvident  and  thriftless?  A.  I  don't  think  so. 
I  think  the  provident  and  thrifty  have  agents  as  much  as  the 
improvident  and  unthrifty. 

Q.  Have  you  made  any  calculation  upon  any  such  basis? 
A.  Oh,  there  is  no  calculation  based  on  that,  In  other  words,  I 
do  not  see  any  difference  at  all  between  the  agency  system  of 
industrial,    and    of   the   ordinary    company. 

Q.  Well,  of  course,  the  difference  is  very  conspicuous  in  the 
expenses.  In  the  one  case  you  have  an  army  in  the  field  who 
are  soliciting  business  and  making  weekly  collections,  you  have 
a  very  careful  system  of  visitation  entailing  a  very  enormous 
outlay?  A.  That  difference  in  expense  is  a  difference  which  the 
people  who  are  benefited  are  entirely  willing  to  bear. 

Q.  Well,  are  they  so  willing  to  bear  it?  A.  If  they  were  not, 
they  would  not  take  it. 

Q.  They  cannot  get  it  in  any  other  way?  A.  Yes,  they  could 
form  burial  clubs,  or  go  to  assessment  societies;  they  do  that 
to  some  extent  in  some  parts  of  the  country,  and  experience 
shows  that  what  they  need  is  a  solvent  well-managed  company 
to  insure  them. 

Q.  Of  course  you  cannot  change  your  rates  of  five  cents,  ten 
cents,  and  fifteen  cents  a  week;  the  age  would  have  to  come 
in  the  benefits  given?     A.  Certainly. 
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Q.  Now,  has  there  been  any  experiment  side  of  establishing 
branch  offices,  or  places  where  industrial  insurance  could  be 
obtained  and  the  expense  of  solicitation  avoided?  A.  I  don't 
know  of  any. 

Q.  In  Australia  has  there  been  anything  of  that  sort  done? 
A.  I  don't  know  the  particulars  of  the  system  by  which  the 
Government  carried  on  its  insurance.    It  was  a  failure. 

Q.  What  does  the  Prudential  of  London  do?  A.  They  have 
ati  enormous  body  of  agents. 

Q.  They  do  about  the  same  as  you?  A.  Yes,  sir,  precisely  the 
same. 

Q.  I  am  informed  they  have  about  one-third  of  the  entire  pop- 
ulation of  Great  Britain  insured?  A.  I  think  their  policies  equal 
about  one-half  the  population,  now,  sir. 

Q.  Is  that  so?  Has  the  British  Government  there,  through 
its  post  office  an  industrial  insurance  department  at  the  present 
time?    A.  They  have. 

Q.  Do  you  know  to  what  extent  they  do  business?  A.  Only 
the  figures  which  I  have  given  you  to-day.  The  Prudential  does 
every  year  what  the  Government  has  done  in  twenty-nine  years. 

Q.  Do  you  know  whether  there  is  any  difference  in  the  rate  ? 
A.  I  don't  know. 

Q.  Do  you  know  whether  it  is  a  source  of  profit  to  the  Gov- 
ernment?   A.  I  don't  know  about  it  at  all. 

Q.  You  say  that  in  New  Zealand  the  Government  started  it 
and  quickly  discontinued  it?  What  was  the  occasion  of  that? 
A.  I  think  it  was  a  failure. 

Q.  Why?  A.  I  don't  think  insurance  can  be  successfully 
prosecuted  unless  there  are  active  agents  to  canvass,  and  unless 
somebody  has  an  active  interest  in  getting  the  business.  The 
post  office  has  not  the  least  interest. 

Q.  And  is  New  Zealand  continuing  it  at  the  present  time?  A. 
I  understand  that  they  have  abandoned  it  finally. 
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■MR.  DAWSON:  They  are  continuing  it  with  agents?  A. 
(Continued)  Our  information  from  AustraUa  is  they  have  ab- 
solutely abandoned  it.  That  was  in  a  paper  read  before  some 
society  by  an  authority  down  there. 

Q.  But  the  fact  that  you  cannot  maintain  the  business  in 
the  way,  shows  that  at  least  there  is  not  as  great  a  demand  for 
it  as  there  is  for  example,  a  demand  for  an  institution  of  sav- 
ings. You  have  to  stimulate  the  demand?  A.  I  don't  know 
whether  we  would  have — ^at  least  we  would  not  have  as  much 
business  as  savings  banks.    Perhaps  we  would. 

Q.  That  would  be  enough  to  protect  you.  Put  you  on  a 
sound  basis?    A.  We  are  on  a  sound  basis  now. 

Q.  I  did  not  mean  to  imply  you  were  not,  but  I  mean  you 
would  be  in  the  other  event.  A.  I  still  think  that  the  exist- 
ence of  those  companies  and  the  number  of  policies  they  issue 
year  by  year,  and  the  number  they  have  in  force,  proves  the 
public  want.  I  still  think  that  poor  people  are  no  different  from 
rich  people  in  the  necessity  of  having  insurance  presented  them 
by  the  agent.  Many  a  man  knows  he  needs  something,  but  he 
won't  get  it  unless  he  is  asked.  You  might  abolish  churches 
on  the  ground  that  every  man  might  have  his  own  personal 
religion,  and  unless  it  is  dinged  at  him  once  a  week;  if  a  man 
wants  fire  insurance  he  goes  after  it,  and  he  knows  he  wants 
it.  Whereas  life  insurance  he  does  not — why  it  is  I  do  not 
know:  I  do  not  see  any  reason  on  earth  for  refusing  the  work- 
ing classes  the  same  freedom  of  contract  that  is  afforded  the 
rich  people,  and  the  same  facilities  for  getting  insurance.  You 
see  the  agent  goes  to  the  man;  he  takes  his  application;  he 
goes  to  the  man  and  collects,  and  the  working  classes  have 
nothing  to  do,  they  do  not  have  to  cross  the  street  to  get  their 
insurance  and  keep  it ;  everything  is  done  for  him. 
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Q.  The  question  is  whether  their  opportunities  can  be  en- 
larged and  whether  tliey  can  have  the  benefit  of  insurance  at 
a  decreased  cost,  or  whether  for  the  same  payments  they  can 
get  increased  benefits.  A.  In  Fall  River  there  is  a  concern  as 
a  philanthropic  burial  association.  Well,  its  fundamental  prin- 
ciples may  be  judged  from  the  fact  that  it  went  to  the  Legisla- 
ture and  got  an  act  passed  which  relieved  it  from  all  super- 
vision of  the  State  Department.  That  has  been  in  business  for 
many  years,  and  we  are  along  side  of  it,  and  we  do  twice  or 
three  times  the  business  that  concern  does,  although  they  do  it  at 
a  cheaper  rate.  People  want  absolute  stability  and  they  wanted 
to  be  waited  on;  and  they  want  to  be,  but  they  do  not  want 
to  go  and  inquire  for  their  insurance.  They  want  the  agent 
to  come  and  collect  and  pay  death  claims,  it  meets  a  real  want. 

Q.  You  have  been  asked  with  regard  to  the  matter  of  child 
insurance.  What  have  you  found  to  be  the  attitude  of  charita- 
ble associations  with  reference  to  this  insurance?  A.  They  dif- 
fer in  different  places,  Mr.  Hughes.  In  Philadelphia  they  are 
extremely  friendly,  in  Boston  some  were  friendly  and  some 
were  not.    In  New  York  some  are  friendly  and  some  are  not. 

Q.  You  had  a  hearing  in  M'assachusetts  in  1895  upon  that 
question?    A.  Yes,  sir. 

Q.  What  was  the  result  of  that?  A.  The  result  was  that  the 
matter  came  to  a  vote  in  the  lower  House,  and  the  bill  was 
defeated  by  a  vote  of  149  to  23. 

Q.  Have  you  any  legislative  inquiry  into  the  subject  of  child 
insurance  anywhere  else?  A.  We  had  to  some  extent  in  Mis- 
souri, Ohio,  Pennsylvania.  I  have  a  list  somewhere,  I  think,  of 
just  what  States  have. 

Q.  Will  you  state  what  attempts  have  been  made  to  legislate 
against  child  insurance  and  what  investigations  have  been  had? 
A.  Attempts  to  legislate  against  child  insurance  have  more  than 
once  failed  in  England,  after  Parliamentary  investigation.    The 
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Parliament  of  the  Dominion  of  Canada,  refused,  in  1895,  to 
prohibit  or  even  restrict  it.  In  this  country  bills  were  defeated 
after  hearing  in  Pennsylvania  in  1889  and  1897;  in  New  York 
in  1890;  in  Massachusetts  and  Tennessee  in  1895;  in  Ohio  in 
1900;  in  Missouri  in  1901;  in  New  Hampshire  and  California  in 
1903.  In  all  of  these  States  bills  have  been  introduced  and 
abandoned  in  other  years;  and  Connecticut,  Illinois,  Michigan,. 
Georgia,  Delaware,  Indiana,  Utah,  North  Carolina  and  Wis- 
consin— in  the  last  State  after  a  newspaper  discussion  in  which 
the  Bishop  of  Fond  du  Lac,  unsolicited  defended  and  supported 
the  business — ^have  refused  to  enact  prohibitory  bills.  Province 
of  Ontario  has  a  law  similar  to  Section  55  of  New  York  Code; 
the  Code  Commissioner  of  Ohio  in  1895  and  Commissioners 
of  Wisconsin  and  Illinois  have  recommended  the  same. 

The  prohibitory  bill  in  Colorado  was  passed  after  refusing  the 
Prudential  (the  only  industrial  company  doing  business  there)  a 
hearing.  Its  business  there  was  very  small  and  the  law  was 
not  urged  on  the  ground  of  experience  of  evil  but  alleged  an- 
ticipation of  danger.  The  Insurance  Commissioners  have  recom- 
mended the  repeal  of  the  law. 

During  the  current  year  the  Commonwealth  of  Australia  has 
enacted  a  law  similar  to  Section  55  of  our  Code. 

In  all  these  countries  and  States  (except  Colorado),  the  num- 
ber of  children  insured  is  very  large.  In  England  there  are 
millions,  and  the  business  is  fifty  years  old.  The  number  of 
policies  in  force  upon  children  between  one  and  ten  years  of 
age  in  the  three  largest  companies  at  the  end  of  1904  was  in 
the  United  States,  2,956,207 — over  twenty  per  cent,  of  the  en- 
tire population  of  the  United  States  at  these  ages;  in  Canada 
there  were  seventy  thousand  three  hundred  and  eighteen;  in 
New  York,  about  800,000;  Pennsylvania,  400,000;  Ohio,  200,000; 
New  Jersey,  250,000;  Massachusetts,  200,000;  Connecticut,  75,- 


5061 


Testimony  of  Haley  Fiske 

ooo;  Rhode  Island,  50,000;  Missouri,  150,000;  in  Illinois,  150,- 
000;  in  Indiana,  70,000. 

The  fact  is,  industrial  insurance  is  family  insurance.  All 
ages  are  taken  from  over  one  year  to  twenty.  And  the  num- 
ber of  policies  in  force  closely  follow  the  population  in  the  rela- 
tive proportion  of  each  age.  This  is  strikingly  shown  by  the 
proportion  of  population,  according  to  the  census  of  1900,  in 
various  groups  of  ages,  and  a  proportion  of  the  Metropolitan 
policies  in  force  at  the  same  age: 


Ages. 

Percentage 

Percentage  of 

of 

policies  in  force. 

Population. 

1904. 

I  to     4  inclusive 

9-57 

9-57 

I  to     9 

21.28 

22.47 

I  to  14 

31-94 

34.86 

I  to  19 

41.91 

45-35 

15  to  17 

28.42 

31-65 

20  to  29 

18.29 

17.68 

30  to  39 

13-88 

12.83 

40  to  49 

10.16 

9.96 

50  to  59 

6.80 

8.06 

60  to  69 

4.08 

4.86 

I  to  69 

95-12 

98.74 

BY  THE  CHAIRMAN: 

Q.  What  are  those  respective  columns?  A.  The  first  is  the 
percentage  of  population  at  the  respective  ages  named;  the 
second  is  the  proportion  of  policies  in  force  in  the  Metropolitan 
at  the  same  ages. 

BY  MR.  HUGHES: 

Q.  Does  that  table  mean  in  fact  that  the  percentage  of  per- 
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sons  of  a  given  age  of  the  entire  population  is  substantially 
the  same  as  the  percentage  of  policies  of  the  same  ages  of  the 
entire  number  insured  in  your  company?     A.  Yes,  sir. 

Q.  What  is  the  deduction  to  be  drawn  from  that?  A.  It  has 
been  often  charged  that  industrial  insurance  makes  a  specialty 
of  child  insurance. 

It  has  been  called  all  sorts  of  names;  it  has  been  said  we 
insure  the  aged,  infirm  and  absolutely  young.  It  is  absolutely 
family  insurance  and  it  runs  through  the  entire  family  and 
cannot  interfere  with  any  ages  without  interfering  with  the 
whole  system. 

BY  MR.  HUGHES: 

Q.  It  is  a  microcosm,  your  company  is  as  compared  with  the 
entire  population?     A.  I  think  so. 

Q.  Go  on.  A.  We  have  not  only  very  strong  negative  evi- 
dence that  children  are  not  injured  by  insurance  which  is  af- 
forded by  there  not  having  been  any  cases  of  death  caused  for 
insurance  money  in  all  these  years  with  so  many  millions  in- 
sured, but  we  have  the  positive  evidence  of  statistics,  both  in 
England  and  America,  shown  by  the  following  table: 

Q.  I  think  that  table  is  upon  the  record,  isn't  it?  A.  Not  the 
whole  of  it.     I  brought  down  the  experience  to  1904. 

Q.  You  have  shown  the  experience  of  the  Prudential  and 
generalin  the  United  States?  A.  And  the  old  experience  of 
Metropolitan.     Now,  I  have  put  in  some  new  figures  here. 

MR.  HUGHES :  I  will  offer  the  table  in  evidence. 

(Table  marked  Exhibit  No.  697.) 

Q.  If  you  will  state  the  purport  of  it.     A.  Comparing  the 
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census  of  thirty-one  cities  in  1880  with  the  census  of  1900  gen- 
erally, the  round  figures  are :  Age  2,  87.4  and  46.6,  32.7 ;  at  age 
three,  36.7,  20.5,  22.0. 

BY  THE  CHAIRMAN : 

Q.  What  is  36.7  and  what  is  20.5  ?  A.  Those  are  the  deaths 
per  thousand  in  thirty-one  specified  cities  in  the  United  States 
of  1880. 

Q.  The  first  being  the  census  death?  A.  The  census  of  31 
cities  is  36.7,  our  own  experience  is  20.0,  to  show  that  our  own 
experience  is  less  than  those  of  the  population.  Age  four  and 
three  figures  up  24.7,  13.2,  12.8. 

BY  MR.  HUGHES : 

Q.  Where  did  you  get  those  figures?  A.  I  get  the  figures 
from  the  census  reports  and  our  own  experience  I  get  from 
actual  calculations  made  by  the  actuary.  Age  five,  17.9,  9.4 
and  8.8;  and  the  ages  fixed  to  ten  figure  up  8.2,  8.9,  5.2  and  5.1. 
And  I  state,  the  figures  for  31  cities  have  not  appeared  in  the 
census  since  1880.  It  is  with  the  cities  that  comparison  should 
fairly  be  made  of  the  mortality  of  the  population  and  of  the 
company's  risks,  for  of  the  total  business  of  the  Metropolitan 
49  per  cent,  is  located  in  them,  though  their  population  is  only 
16  per  cent,  of  the  population  of  the  United  States.  The  com- 
pany had  at  the  end  of  1904  1,654,287  policies  in  force  upon 
children  at  those  ages. 

BY  MR.  HUGHES: 

Q.  What  is  meant  by  Farr's  table?    A.  Farr's  table  is  the 
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English  table  of  general  population.     We  have  none  in  thi? 
■country. 

Q.  And  that  is  the  percentage  of  the  entire  population?  A. 
It  is  the  number  of  deaths  per  thousand  at  the  respective  ages 
in  the  entire  population. 

Q.  Then  this  means  that  at  age  two  the  deaths  per  thousand 
in  Great  Britain  are  65.6  per  cent.,  according  to  Farr's  table? 
A.  Yes,  sir. 

Q.  That  at  the  same  age,  according  to  the  census  of  1900,  in 
the  United  States,  the  deaths  per  thousand  are  46.6?  A.  Yes, 
sir. 

Q.  That  at  the  same  age  according  to  the  experience  of  the 
Metropolitan  the  deaths  per  thousand  are  32.77?    A.  Yes. 

Q.  And  at  the  same  age  according  to  the  experience  of  the 
Prudential  Insurance  Company  of  London,  the  deaths  per 
thousand  are  63.2  per  cent.?     A.  Yes,  sir. 

Q.  At  age  five  the  deaths  per  thousand  in  Great  Britain  are 
17.9  per  cent.,  and  in  the  United  States,  according  to  the  census 
of  1900,  9.4?    A.  Yes,  sir. 

Q.  And  in  the  Metropolitan  experience  in  1904,  8.8  per  cent.  ? 
A.  Yes,  sir. 

Q.  Now,  what  does  the  insurance  upon  children  really 
amount  to — what  are  the  average  benefits?  A  The  schedule 
of  insurance  as  in  evidence  showing  that  it  may  vary  on  each 
child  from  a  maximum  of  $16  under  three  months  in  force  at 
age  2,  to  $240  at  age  10;  thereafter  increasing  each  year  after 
age  12  by  a  guaranteed  dividend.  This  is  total  insurance  under 
age  ro,  for  if  insurance  is  taken  in  more  than  one  company  the 
excess  insurance  is  not  paid,  but  the  premiums  are  returned  on 
the  excess.  But  the  question  is  best  answered  as  to  the  actual 
insurance  by  stating  the  average  amount  of  death-claims  paid. 
In  1904  the  average  amount  on  ages  under  10  was  $32.56 ;  under 
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age  15,  $48.90.  At  the  tender  ages  the  aijiounts  are  small.  At 
age  2  the  average  was  $13.33;  age  3,  $19.10;  age  4,  $23.46;  age 
5,  $27.70. 

BY  MR.  PRENTICE : 

Q.  Is  there  a  maximum  limit  for  each  age  of  the  insurance 
that  may  be  taken  out  ?  A.  Yes.  We  don't  take  insurance  for 
more  than  ten  cents  and  we  provide  that  if  other  companies 
insure  as  well  as  ourselves,  we  will  not  pay  the  insurance,  but 
only  excess  premiums  back— we  will  return  the  premiums 
paid. 

Q.  Is  there  a  maximum  amount  as  to  each  age  which  has  to 
be  paid  as  a  death  claim?    A.  Yes,  sir. 

Q.  Have  you  in  that  statement  a  list  of  these  maximum 
amounts?  A.  Yes,  sir,  they  are  in  evidence  in  the  table  of 
rates.     Age  10,  as  I  recollect,  is  $240. 

Q.  You  have  given  the  average  amount  of  death  claims  paid 
there?    A.  Yes. 

Q.  In  some  cases,  I  take  it,  the  maximum  amount  is  paid? 
A.  Yes,  there  would  have  to  be  a  maximum  amount. 

Q.  Have  you  any  idea  in  what  proportion  in  a  general  way? 
A.  It  is  quite  evident  the)'-  are  in  a  small  proportion  from  the 
fact  that  the  average  amount  paid  is  so  much  less. 

Q.  You  have  no  idea  in  a  general  way,  in  what  proportion 
of  cases  the  maximum  amount  is  paid?  A.  No,  sir.  I  sup- 
pose I  can  find  that  out,  but  it  cannot  be  so  very  large. 

BY  MR.  HUGHES : 

Q.  Do  you  find  that  there  is  any  difference  in  the  rate  of 
lapses  in  connection  with  child  insurance  from  that  which  you 
find  in  connection  with  adult  insurance?  A.  The  persistence 
is  better,  Mr.  Craig  says,  and  that  was  my  own  notion. 
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Q.  You  were  asked  with  regard  to  the  inspection  of  chil- 
dren, what  are  your  instructions  to  physicians  with  reference 
to  inspection?  A.  All  children  arfe  medically  inspected;  but 
the  instructions  to  the  physicians  on  infantile  applications  were 
not  put  in  evidence,  they  are  as  follows:  Rule  28,  of  the  Man- 
ual of  Instruction  to  Medical  Examiners,  page  20. 

"28.  It  is  very  important  that  you  advise  the  company  in  any 
case  where  your  good  judgment  dictates  that  the  result  is  not 
a  desirable  one  because  of  the  pecuniary  circumstances,  the  hy- 
gienic surroundings,  the  mode  of  life,  and  the  morals  of  the  life 
proposed.  Would  yon  care  to  insure  the  life  yourself?  must  be 
the  guiding  rule  of  your  advice  to  the  company.  The  com- 
pany does  not  desire  to  insure  the  very  poor;  to  place  insurance 
which  is  not  likely  to  be  kept  up ;  tO'  write  a  policy  upon  a  life 
v/hich,  by  reason  of  unhealthy  surroundings,  immoral  habits, 
or  irregular  ways  of  living,  has  not  an  equal  chance  with 
others  to  persist  and  survive;  or  to  get  business  from  people 
already  insured  who  cannot  afford  the  increased  premiums. 
In  the  case  of  insurance  of  children,  the  question  must  present 
itself  to  you :  Has  the  child  an  average  chance  of  surviving;  is 
it  likely  to  be  well  taken  care  of;  to  be  properly  clothed, 
housed  and  fed,  according  to  the  best  judgment  and  ability  of 
the  parent  or  guardian ;  is  the  parent  or  guardian  a  moral  per- 
son ;  is  the  home  one  of  industry  and  thrift ;  is  the  insurance  a 
bona  fide  provision  against  the  chances  of  death  which  are 
common  to  humanity?  If  you  find  the  parents  drunken  or 
shiftless,  or  extremely  poor,  or  living  in  an  unhealthy  locality 
or  house,  reject  the  application  on  the  life  of  a  child — not  be- 
cause of  fear  of  foul  play,  for  this,  in  our  experience,  does  not 
exist  in  this  country,  where  poverty  seems  to  gather  the  chil- 
dren closer  to  the  mother's  breast.  But  because  such  insur- 
ance by  its  low  average  of  persistence  and  high  average  of 
mortality,  cannot  be  a  paying  business  for  the  company  and  can 
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only  result  in  the  payment  by  the  average  policyholders  of 
claims,  on  the  lives  of  the  under  average." 

Q.  How  long  has  that  rule  been  in  your  manual  ?  A.  Oh,  a 
good  many  years,  sir. 

BY  MR.  PRENTICE : 

Q.  In  regard  to  the  table  just  put  in  evidence,  the  lives  ot 
children  which  you  insure  are  selected  lives,  of  course?  A.  All 
of  them. 

Q.  And  therefore  it  would  be  perfectly  natural  to  suppose  that 
the  percentage  of  death  among  those  would  be  less  than  the 
percentage  of  death  among  the  lives  of  children  in  the  thirty-one 
cities  ?  A.  Yes,  sir ;  and  it  is  true  that  they  are,  and  that  is  one 
argument  in  our  judgment  against  the  theory  that  the  children 
are  abused,  because  if  insured  children  were  abused  I  think  it 
would  be  found  that  statistics  would  show  how  mortality  was  in 
excess  of  that  of  population  instead  of  under  it. 

Q.  Has  a  case  ever  been  brought  to  your  attention  under 
which  there  was  suspicious  circumstances  ?  A.  There  have  been 
charges  in  the  newspapers  of  such  cases.  We  have  always  in- 
vestigated them  and  never  have  found  a  single  case. 

Q.  Have  you  contested  the  payment  of  any  death  claim  be- 
cause of  suspicious  circumstances  in  connection  with  the  death 
•of  the  insured?    A.  Not  on  the  lives  of  children  we  have  not. 

Q.  I  mean  as  to  a  child  ?    A.  Not  on  the  lives  of  children. 

BY  MR.  HUGHES: 

Q.  You  were  asked  in  regard  to  the  table  of  increasing  life 
and  endowment  policy.  Will  you  state  what  the  origin  of  that 
table  is  and  what  has  been  your  experience  in  reference  to  it? 
A.  The  origin  of  the  table  upon  which  over  58  per  cent,  of  our 
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business  is  now  written  (over  21  per  cent,  more  are  upon  plain 
20-year  endowment  tables)  was  the  discovery  made  when  we 
constructed  mortality  tables  from  our  own  experience.  Pre- 
viously the  benefits  had  been  determined  by  English  examples 
without  knowledge  of  the  real  mortality  at  each  aere.  We  found 
that  we  were  losing  money  on  certain  ages  and  making  money 
disproportionately  at  other  ages.  This  table  was  based  upon 
actual  exiperience  of  mortality  with  a  nearly  uniform  loading.  Its 
adoption  marked  the  beginning  of  the  use  of  really  scientific  ta- 
bles of  benefits  in  industrial  insurance  on  this  side  of  the  water. 
Taking  the  infantile  and  adult  tables  together  and  comparing 
them  with  the  tables  in  use  before  January  i,  1896,  it  will  be 
found  that  there  are  many  changes.  The  younger  ages  show 
larg'e  increases  in  benefits ;  the  older  ages  decreases.  This  was 
not  done  to  save  money. 

Q.  As  matter  of  fact  it  did  save  money,  didn't  it  ?  A.  No,  sir, 
as  I  go  on  to  show. 

Q.  Go  on.  A.  It  was  done  in  order  to  treat  each  age  ac- 
cording to  our  experience  of  mortality  and  treat  all  alike.  The 
ratio  of  claims  paid  to  premium  income  has  indeed  decreased  a 
few  points ;  but  this  has  been  the  experience  of  the  Prudential 
of  Newark,  which  retained  the  whole  life  adult  table.  The  mor- 
tality of  the  country  has  decreased.  The  influence  of  medical 
inspection  has  been  toward  the  reduction  of  the  ratio.  But  the 
ratio  of  death  claims  to  premium  income  in  the  Metropolitan 
has  always  been  and  still  is  higher  than  in  the  Prudential  of 
Newark  with  the  old  table.  It  was  higher  than  in  the  John 
Hancock,  which  retained  the  whole  life  policies  until  that  com- 
pany some  years  ago  adopted  full  immediate  benefits  on  large 
policies — a  plan  it  has  been  compelled  to  modify.  If  at  the  same 
ages,  therefore,  our  benefits  are  less  it  is  because  with  the  mor- 
tality experience  these  ages  earn  less.  As  a  matter  of  fact,  we 
do  not  save  money.    The  net  amount  of  increased  reserve  which 
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we  have  put  up  on  these  adult  policies  down  to  December  31, 
1904,  after  deducting  the  savings  on  death  claims  comparing 
both  the  reserve  and  the  death  claims  with  the  whole  life  table,  is 
$1,692,969. 

The  endowment  at  age  80  is  the  same  variety  of  whole  life  as 
that  years  ago  adopted  by  the  New  England  Life  Insurance 
Company.  Whole  life  tables  are  really  endowments  at  age  95. 
We  shorten  this  to  80  because  many  do  live  to  be  80,  and  we  have 
made  our  whole  policies  payable  at  80.  In  the  cases  of  those  who 
have  paid  for  fifteen  years  we  adopted  the  cash  dividend  system 
for  whole  life  policies ;  we  guarantee  a  reversionary  dividend  in 
the  increasing  life  endowment  policies.  This  reversionary  divi- 
dend is  much  larger  than  a  cash  dividend  on  whole  life  policies. 
The  latter  is  paid  quinquennially.  The  reversionary  dividends 
are  yearly  after  the  third  year.  We  believed  that  this  guaranteed 
increase  would  encourage  persistence.  We  believed  that  old 
age  endowment  would  meet  a  demand  which  was  arising,  espe- 
cially in  England,  the  influence  of  which  we  believed  would  ex- 
tend in  this  country.  The  paid-up  provisions  are  simple' and 
prevent  any  misrepresentation  as  to  amount  which  was  some- 
times made  under  the  whole  somewhat  complicated  table;  and 
the  endowment  period  also  fixed  a  terminal  date  for  paid-up 
policies,  which  saves  a  dissatisfaction  sometimes  arising  from 
the  expectation  of  life  paid-up  policies.  In  short,  the  design  of 
the  table  was  to  save  money,  but  to  be  fair  to  every  age  by  a 
table  constructed  on  the  same  principle  as  ordinary  policies, 
where  a  certain  loss  at  some  age  and  undue  profits  at  other  ages 
would  be  criticised  and  intolerable,  and  to  prevent  any  possible 
misrepresentation. 

Now,  compare  this  table  in  its  results  with  the  whole  life  table. 
In  apparent  criticism  of  its  relative  benefits  to  policyholders  we 
were  asked  what  would  be  the  maximum  amount  payable  at  the 
age  80  for  a  ten  cent  premium  under  an  increasing  life  and  en- 
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dpwment  policy  issued  at  age  lo,  and  the  answer  was  $297.  To 
the  question  as  to  what  amount  would  have  been  paid  in  pre- 
miums the  answer  was  $364.  As  this  table  was  being  contrasted 
with  the  whole  life  it  is  only  fair  to  state  what  the  position  of  a 
man  who  took  the  whole  life  would  be. 

The  amount  of  premiums  paid  would  be  the  same,  $364,  but 
the  death  benefit  would  be  but  $240. 

Under  the  increased  life  and  endowment  policy  he  would 
receive  in  cash  from  the  company  at  age  80  $297,  but  under  the 
whole"  life  contract  he  would  not  only  receive  nothing,  but  be 
obliged  to  continue  to  pay  ten  cents  a  week,  and  should  he  sur- 
vive until  age  90  his  gross  payment  of  premiums  would  be  $416 
for  which  a  death  benefit  of  $240  would  be  paid. 

Now,  take  the  case  of  inability  to  continue  the  insurance.  What 
are  the  respective  benefits  to  the  policyholder  ?  Suppose  he  had 
paid  for  twenty  years  and  had  applied  for  a  paid-up  policy.  Un- 
der the  increasing  life  and  endowment  table  he  would  get  a  paid- 
up  policy  for  $85,  payable  as  an  endowment  of  age  80.  Under 
the  whole  life  table  he  would  get  a  paid-up  policy  for  only  ^yy, 
and  this  would  be  good  for  thirty-four  years  and  157  days.  Take 
the  man  in  each  case  when  he  reaches  age  65.  If  insured  under  in- 
creasing life  and  endowment  table  he  would  have  a  policy  on 
which  he  would  be  paying  no  premium,  good  for  $85  at  death  or 
age  80.  If  insured  under  the  whole  life  table  he  would  have  no 
insurance  at  all — it  would  have  expired ;  or  if  the  company  should 
grant  him  a  whole  life  paid-up  policy  it  would  be  for  only  $65. 
These  illustrations  we  think  sustain  and  justify  the  increasing  life 
endowment  table. 

Q.  What  age  did  you  take  the  insurance  at,  in  illustration,  as 
to  the  paid-up  policy  of  $85.    A.  Don't  I  state  there? 

Q.  Is  it  age  10,  to  which  you  referred  a  little  further  back? 
A.  Age  10,  yes,  sir. 

Q.  And  under  that  table  the  person  insured  at  age  10  is  sup- 
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posed  to  pay  ten  cents  a  week?  A.  Howard,  have  you  got  my 
red  book,  the  table  of  rates  ? 

(Book  produced.) 

Q.  Well,  that  is  your  illustration,  ten  years  ?.  A.  Yes,  sir ;  I 
thought  you  were  going  to  ask  as  to  some  other  ages,  and  I 
wanted  to  be  ready. 

Q.  Take  age  lo,  that  would  be  on  the  basis  of  ten  cents  a 
week,  or  $5.20  a  year?     A.  Yes,  sir. 

Q.  And  in  twenty  years  he  would  have  paid  in  how  much, 
$104?    A.  Yes,  sir. 

Q.  Now,  you  give  him  at  that  time,  being  thirty  years  of  age, 
a  policy  paid  up  for  eighty-five  dollars,  payable  at  the  expiration  of 
fifty  years  ?     A.  That  is  right,  sir. 

MR.  CRAIG :  Or  death. 

THE  WITNESS :  Or  prior  death. 

Q.  Or  on  prior  death?  A.  Or  on  prior  death.  Under  the 
whole  life  table  he  would  only  get  seventy-seven  dollars,  only  good 
for  thirty-four  years  and  a  hundred  and  fifty  seven  days. 

Q.  And  age  thirty,  under  the  combined  experience  table,  the 
expectation  of  life  is  thirty-four  years.  That  is,  for  which  you 
would  give  the  paid-up  policy?  A.  Thirty- four  years  and  a  hun- 
dred and  fifty-seven  days,  under  the  whole  life  system. 

Q.  Under  the  whole  life  system  how  much  would  be  given 
in  case  of  death  on  the  paid-up  policy  age  thirty?  A.  If  he  died 
prior  to  that  time,  seventy-seven  dollars. 

Q.  And  under  the  increasing  life  and  endowment,  if  he  died,  it 
would  be  how  much?  A.  Eighty-five  dollars,  but  if  he  died  a 
year  after  he  would  in  the  one  case  get  eighty-five  dollars,  and  in 
the  other  nothing. 
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Q.  Well,  that  would  be  a  criticism  which  would  attach  more  to 
the  paid-up  policy  for  seventy-seven  dollars  on  the  term.  A.  That 
is  true,  but  if  he  were  getting  a  whole  life  on  the  other  policy,  it 
would  be  sixty  dollars,  as  against  eighty-five  dollars. 

Q.  But  age  thirty,  and  before  the  issue  of  the  paid-up  policy 
under  the  whole  life  plan,  how  much  would  the  man  receive,  say 
if  he  died  at  age  twenty-five?  A.  If  he  died  at  age  twenty- 
five 

Q.  Insured  at  ten  years  at  ten  cents  a  week  on  the  whole  life 
plan.     A.  That  is  fifteen  years,  is  it  not? 

Q.  Yes.     A.  Two  hundred  and  forty-two  dollars.  I  think. 

Q.  No,  we  are  talking  of  the  whole  life  plan,  if  he  died  at  age 
twenty-five.     A.   I  misunderstood  you. 

Q.  Insured  at  age  ten,  at  ten  cents  a  week?  A.  He  would  get 
two  hundred  and  forty  dollars. 

Q.  And  under  the  other  plan?  A.  He  would  get  two  hundred 
and  forty-two  dollars. 

Q.  Is  there  anything  further  in  your  testimony  that  you  desire 
to  explain,  Mr.  Fiske?  A.  There  is  just  one  thing,  Mr.  Hughes, 
that  I  felt  a  little  sensitive  about,  and  that  was  the  Bulletin.  Mr. 
Hughes  asked  about  Bulletin  449.  I  want  to  say  that  I  wrote  Bul- 
letin 449,  in  which  occurs  the  sentence,  "The  Metropolitan  is  prac- 
tically a  mutual  company,  and  it  is  managed  in  the  interest  of  the 
policyholders  alone,"  about  which  Mr.  Hegeman  was  asked,  whether 
our  men  are  instructed  to  represent  the  company  to  the  people  as  a 
mutual  company.  That  sentence  was  a  reminder  to  the  men  of  the 
institution  by  speech  and  pen  repeatedly  given  to  them,  and  they 
well  understand  the  reference  concerning  the  company's  real  atti- 
tude toward  the  policyholders,  namely :  That  while  it  is  a  stock 
company  its  dividends  are  limited  to  seven  per  cent. ;  that  nearly 
five  per  cent,  is  made  out  of  the  investment  of  capital;  that  the 
stockholders,  therefore,  make  two  per  cent,  out  of  the  business; 
that  the  capital  will  never  be  increased  out  of  surplus;  that  the 
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policyholders  can  outvote  the  stockholders  for  members  of  the 
board  of  directors ;  that  millions  of  dollars  have  been  paid  in  divi- 
dends to  Industrial  policyholders  beyond  any  provisions  of  their 
contract ;  that  annually  about  $600,000  has  long  been  paid  for  in- 
dustrial dividends,  against  $140,000  to  stockholders ;  that  the  sur- 
plus is  kept  down  by  these  payments  to  policyholders;  that  the 
officers  can  have  and  do  have  no  other  ambition  than  to  manage 
the  company  in  the  interest  of  policyholders;  and  that,  therefore, 
it  is  particularly  a  mutual  company.  I  never  authorized  any  rep- 
resentation that  the  company  is  in  form  a  mutual  company,  for  all 
our  financial  statements  and  advertisements  show  the  capital  and 
surplus,  and  in  all  of  these  addresses  I  have  mentioned  the  stock 
dividends  to  show  how  little  the  stockholders  make  out  of  the  busi- 
ness. 

Q.  And  whzt  did  you  say  was  the  extent  of  your  non-partici- 
pating business?    A.  In  the  ordinary  department? 

Q.  Yes.     A.  I  think  it  is  practically  all. 

Q.  All  non-participating?     A.  Yes. 

Q.  And  in  the  industrial  department?  A.  It  is  all  non-partici- 
pating. 

Q.  Except  these  amounts  which  are  shown  to  be  paid  from  year 
to  year  as  a  concession  to  the  policyholders  ?     A.  Yes. 

O.  So  that  practically,  the  profits  are  accumulated  for  the 
stockholders?  A.  Except  as  they  are  distributed  to  the  policy- 
holders. 

O.  Except  as  you  give  a  certain  amount.  The  non-particpiating 
means  that  the  policyholder  has  not  any  right  to  share  in  the 
profits  ?  A.  It  means  he  has  no  right  to  share  in  the  profits,  but 
we  also  say  we  have  the  settled  policy  to  keep  down  our  surplus 
to  ten  per  cent,  of  our  assets,  and  we  do  distribute  it  as  a  matter 
of  fact. 

Q.  Well,  that  is  a  settled  policy  which  you  can  unsettle?  A.  It 
is  a  settled  policy  referred  to  in  this  bulletin. 
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Q.  That  is  what  you  had  in  mind  ?  A.  That  is  what  the  men 
had  in  mind  when  they  heard  it,  and  that  coupled  with  the  fact 
that  the  company  had  put  the  right  to  vote  in  the  hands  of  policy- 
holders, make  it  very  proper,  I  think,  to  say  to  our  men  that  we 
are  practically  mutual,  so  far  as  the  fact  that  we  are  managing 
the  company  in  the  interest  of  the  policyholders  and  nothing  else. 

Q.  I  suppose  all  companies  would  claim  to  be  mutual  to  that 
extent?  A.  No,  stock  companies  who  are  in  it  to  make  money, 
whose  dividends  were  not  limited,  could  not  make  that  claim. 
Our  point  is  that  we  can  only  make  two  per  cent,  out  of  the  busi- 
ness. 

Q.  You  have  a  legal  right  to  take  all  the  profits  for  the  stock- 
holders, save  to  the  extent  that  your  business  is  participating,  and 
that  is  a  very  small  fraction  ?  A.  We  have  no  right  to  take  it  at  all 
under  the  charter.     It  is  held  for  the  security  of  the  policyholders. 

Q.  You  mean  it  cannot  be  distributed  to  anybody  ?  A.  To  any- 
body except  policyholders. 

BY  THE  CHAIRMAN: 

Q.  You  have  stated  that  your  management  is  constantly  en- 
gaged in  endeavoring  to  cheapen  the  administrative  expenses  of 
your  company?     A.  Yes. 

Q.  Is  there  any  affirmative  legislative  action  that  will  assist  you 
to  do  that,  that  you  can  suggest  ?  A.  I  do  not  think  legislation  is 
needed  at  all,  sir,  in  the  industrial  business.  I  think  if  left  alone 
we  'will  work  out  these  problems  better  than  any  legislature  can. 
We  are  in  the  business  and  we  are  studying  it,  and  we  have  not 
any  other  work  to  do  in  the  world  than  to  work  it  out,  and  we  will 
do  it  if  we  are  left  alone. 

Q.  There  is  no  power  that  you  need  in  addition  to  those  now 
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possessed  by  you?  A.  I  think  not.  I  think  perhaps  the  reserve 
laws  may  be  said  to  be  a  little  severe,  but  we  do  not  complain  of 
them. 

BY  MR.  HUGHES: 

Q.  You  have,  from  time  to  time,  gone  to  the  legislature  to  get 
power  to  distribute  your  surplus  in  stock  dividends?  A.  In  the 
earlier  years,  yes. 

Q.  But  not  for  many  years?  A.  No,  not  since  I  have  had  any 
connection  with  the  company. 

Q.  You  said  yesterday  that  Lake  Shore  &  Michigan  Southern 
stock  was  now  worth  four  hundred  dollars,  according  to  your 
information.  A.  No,  I  said  I  understood  our  company  had  been 
offered  four  hundred  dollars  and  declined  it  for  a  large  block. 

Q.  Your  testimony  as  reported  is  as  follows :  "Q.  There  were 
no  quotations  in  excess  of  320?  A.  I  am  not  certain  that  is  so. 
I  think  I  did  hear  of  sales  above  that.  I  understand  that  it  is  now 
at  four  hundred."  A.  What  I  am  quite  sure  I  stated  is  that  we 
have  been  offered  four  hundred  for  our  large  block  of  stock  and 
declined  it,  and  my  statement  yesterday  was  that  a  large  block 
of  this  particular  stock  is  worth  a  great  deal  more  than  a  small 
amount.  If  you  will  recollect,  the  stock  of  this  company  is  held 
almost  entirely  by  the  New  York  Central,  and  there  is  very  little 
out  that  is  not  in  the  hands  of  two  or  three  people. 

Q.  I  notice  the  quotations  in  this  morning's  paper;  sale  of  430 
shares  at  340.  A.  Well,  I  can  quite  well  realize  if  there  is  any 
desire  to  buy  the  large  blocks  of  stock  it  would  be  easier  to  make 
a  small  market  to  tempt  people  to  buy.  I  still  think  we  could 
get  400. 

Q.  My  inquiry  was  directed  to  the  quotation.  I  understood 
your  testimony  was  to  that  effect.  A.  I  did  not  intend  to  so 
testify.     Perhaps  I  ought  to  say  on  that  whole  subject,  I  do  not 
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know  whether  I  made  it  entirely  clear,  the  fact  that  Mr.  Read 
bought  this  stock  for  the  Metropolitan  without  charging  the 
Metropolitan  any  commission,  and  that  his  claim  is  that  he  bought 
it  from  Butler  at  350,  and  that  Butler  divided  the  difference  with 
him  as  commission.  And  that  he  claims  that  he  is  right  about  it. 
I  do  not  want  to  do  any  injustice  to  Mr.  Read.  He  is  quite  certain 
that  his  transaction  was  entirely  justified  by  the  rules  of  the  Street 
and  of  right  dealing. 

Q.  If  he  was  deahng  with  the  Metropolitan  without  obtaining 
a  commission,  that  put  the  Finance  Committee  upon  inquiry,  did 
it  not?  A.  The  Finance  Committee  passed  a  resolution  authorizr 
ing  him  to  buy  at  not  exceeding  350,  and  nothing  was  said  at  that 
time  about  commissions. 

Q.  And  he  did  not  charge  any  commission  upon  the  sale?  A. 
There  was  no  charge  for  commission  when  the  bill  came  in. 

Q.  Then  did  not  the  committee  understand  that  he  was  making 
a  profit  in  some  way?  A.  I  think  the  Finance  Committee  under- 
stood that  he  had  made  a  commission.  The  amount  of  it  they 
had  no  idea  of  until  a  week  or  so  ago. 

Q.  In  your  company  because  of  the  large  industrial  business 
that  you  have,  there  is  a  great  deal  of  expense  in  regard  to  adver- 
tising and  printing,  stationery  and  postage,  is  there  not?  A.  We 
think  as  to  advertising  it  is  very  low  indeed  as  compared  with  other 
companies.     We  advertise  very  little  and  very  seldom. 

Q'.  So  far  as  your  stationery,  postage  and  printing  are  con- 
<:erned  ?     A.  It  must  be  large. 

Q.  And  large  as  compared  with  other  companies?  A.  I  don't 
know  as  to  that. 

Q.  Well,  I  notice  that  in  the  Metropolitan  statement  of  last 
December  the  advertising,  printing,  stationery  and  printing  is  put 
at  $635,822.54  and  in  the  Mutual  the  same  items,  advertising, 
■printing  and  stationery  and  postage  is  put  at  $1,134,833.76.    How 
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does  your  stationery  compare  with  the  Mutual,  I  mean  in  extent? 
A.  Why,  I  do  not  want  to  be  put  in  the  attitude  of  criticizing  the 

Mutual 

Q.  Well,  we  will  not  say  anything  about  the  Mutual,  but  in 
comparison  with  an  old  line  company  you  have  perhaps  larger 
demands  for  stationery  and  postage,  have  you  not,  on  the  same 
volume  of  business?  A.  We  have  very  large  demands  indeed, 
and  we  print  our  newspaper,  as  I  said  yesterday,  4,000,000  every 
other  month,  and  our  form  supplies  are  very  numerous  indeed. 

EDWARD  W.  SCOTT  resumed. 
BY  MR.  HUGHES : 

Q.  Mr.  Scott,  I  referred  in  your  examination  the  other  day  to 
the  test  case  which  had  been  brought  by  your  company  to  deter- 
mine the  construction  of  the  tax  upon  gross  amount  of  premiums. 
I  will  ask  you  whether  the  law  to  which  you  referred  was  Section 
187  of  the  tax  laws,  laws  of  1896,  Chapter  908,  as  amended  by 
the  laws  of  1901,  Chapter  118,  authorizing  an  annual  tax  upon  the 
gross  amount  of  premiums  received  during  the  preceding  calendar 
year  by  every  domestic  insurance  company  for  the  privilege  of 
exercising  corporate  franchises  and  of  carrying  on  business  in 
the  State.  That  law  provided  that  the  taxes  to  be  paid  over  be'fore 
the  first  day  of  June  in  each  year?  A.  Yes,  that  is  correct,  Mr. 
Hughes. 

Q.  And  the  question  for  decision  was  whether  the  tax  was 
retroactive  and  whether  the  law  imposed  a  tax  upon  premiums 
derived  from  contracts  made  prior  to  the  time  the  statute  took 
effect?    A.  Yes. 

Q.  And  the  decision  of  the  court  was  that  as  the  statute  did  not 
go  into  effect  until  October  i,  1901,  that  the  provision  in  the  law 
that  the  tax  should  be  based  upon  the  amount  of  premiums  re- 
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ceived  during  the  preceding  calendar  year  must  refer  to  the  calen- 
dar year  commencing  January  i  thereafter,  since  if  the  year  com- 
mencing with  the  preceding  year  was  intended,  the  law  would  be 
retroactive,  the  tax  reacting  during  nine  months  when  no  law 
authorizing  it  was  in  existence?     A.  Yes,  sir. 

Q.  That  being  the  decision  of  the  Coiart  of  Appeals,  as  reported 
in  the  179th  New  York,  page  227?    A.  Yes,  sir. 

Q.  There  was  no  testimony  required  in  the  case,  was  there? 
It  was  a  simple  matter  of  statutory  construction?    A.  Yes. 

Q.  And  the  record  was  a  very  brief  one  ?    A.  Yes,  sir. 

Q.  Mr.  Andrew  Hamilton  appeared  for  you  in  the  Court  of 
Appeals  ?     A.  In  the  Court  of  Appeals. 

MR.  GILBERT:  I  think  he  appeared  before  the  Appellate 
Division. 

Q.  And  also  in  the  Appellate  Division?    A.  I  think  not. 

Q.  Who  appeared  in  the  Appellate  Division?  A.  Mr.  E.  E. 
McCall — ^I  think  I  am  correct  about  that. 

Q.  And  who  tried  the  case  at  Special  Term  for  your  company? 
A.  There  was  no  Special  Term. 

Q.  It  was  a  certiorari  proceeding?    A.  Yes,  sir. 

Q.  Who  argued  it  ?  A.  Mr.  McCall,  as  I  remember  it.  I  think 
he  had  it  before  the  Appellate  Court. 

Q.  Who  handled  the  matter  before  the  commissioner  in  the  first 
instance,  before  the  comptroller?    A.  In  the  first  instance? 

Q.  Yes.  A.  Mr.  McCall. 

Q.  In  what  other  matters  have  you  retained  Mr.  Andrew  Ham- 
ilton beside  the  tax  case  just  mentioned  and  the  preliminary  term 
matter?    A.  In  no  other  that  I  recall. 

Q.  Have  you  ever  retained  Mr.  Andrew  Hamilton  in  connection 
with  any  matters  of  legislation?    A.  No,  never,  sir. 

Q.  Who  has  represented  you  in  regard  to  such  matters?    A.  I 
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think  we  have  employed  counsel  on  two  or  three  occasions  to  ap- 
pear before  committees. 

Q.  Do  you  know  on  what  occasions?  A.  In  Massachusetts, 
twice,  I  think. 

Q.  In  connection  with  what  proceedings  or  legislation?  A.  In 
connection  with  some  bill  that  was  pending;  I  cannot  recall  now 
what  it  was.    It  was  some  time  ago. 

Q.  Who  is  William  H.  Buckley?  A.  Mr.  William  H.  Buckley 
is  a  resident  of  Albany. 

Q.  An  attorney  at  law?    A.  Yes. 

Q.  How  long  have  you  had  him  under  retainer  ?  A.  Different 
occasions  during  the  past  four  or  five  years,  perhaps. 

Q.  When  did  you  first  employ  him?  A.  Well,  that  I  cannot 
say  definitely. 

Q.  I  find  on  October  26,  1901,  William  H.  Buckley,  five  hun- 
dred dollars,  general  services,  what  were  his  services?  A.  He 
kept  us  advised  of  legislation  in  different  States. 

Q.  Including  New  York  State?  A.  Including  New  York 
State. 

Q.  I  find  on  December  24,  1904,  an  item  of  William  H.  Buck- 
ley, five  hundred  dollars.  What  was  that  for?  A.  Well  he  was 
paid — ^he  was  not  paid  a  regular  retainer,  he  was  paid  small 
amounts  at  different  times. 

Q.  I  find  on  March  6,  1903,  William  H.  Buckley,  five  hundred 
dollars.  What  was  he  paid  the  amount  previously  mentioned  in 
1902  for,  and  what  was  the  five  hundred  dollars  in  1903  for  ?  A. 
Well,  for  the  same  services,  I  presume,  that  I  stated. 

Q.  All  together  in  connection  with  legislation,  was  it  not?  A. 
Well,  not  in  the  sense  of  influencing  legislation. 

Q.  February,  1904,  five  hundred  dollars  and  June  23,  1905, 
five  hundred  dollars — the  fact  is  that  he  has  had  five  hundred 
dollars  a  year  for  several  years?  A.  Well,  I  do  not  know  just 
how  that  foots  up.    I  should  think  it  would  average  that. 
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Q.  Well,  it  appears  as  I  have  read  it,  five  hundred  dollars  for 
several  years.  What  was  he  paid  it  for?  A.  That  is  correct. 
For  the  services  I  have  stated. 

Q.  Well,  I  do  not  recall  your  stating  much  on  the  point.  A.  He 
kept  us  advised  with  reference  to  legislation  in  the  different  States, 
or  anything  that  occurred  that  would  be  of  interest  to  us. 

Q.  Have  you  any  statement  from  him  with  regard  to  legislation 
pending?     A.  No,  sir. 

Q.  What  kind  of  bills  did  you  interest  yourself  in?  A.  None 
in  particular. 

Q.  Well,  can  you  recall,  take  this  year  for  example,  what  he  has 
advised  you  in  relation  to?     A.  Really  I  cannot  say  offhand. 

Q.  Anything?  Did  he  really  advise  you  as  to  anything ?  A.  I 
presume  he  gave  us  information. 

Q.  Do  you  know  that  he  did  ?     A.  Quite  sure  of  it,  sir. 

Q.  Can  you  recall  any  matter  as  to  which  he  gave  you  informa- 
tion?    A.  No,  I  think  not. 

Q.  Was  he  not  under  retainer  so  you  could  have  his  services  in 
case  you  required  them  ?     A.  In  case  we  required  them,  yes. 

Q.  What  was  the  real  object  of  this  five  hundred  dollar  pay- 
ment, to  have  him  under  retainer?     A.  Yes. 

Q.  He  did  not  render  any  special  services?  A.  No,  not  that  I 
recollect. 

Q.  You  do  not  recall  anything  that  he  did?    A.  Not  in  detail. 

Q.  Or  any  bills  to  which  he  gave  attention  before  any  commit- 
tee?   A.  No. 

Q.  When  did  you  first  become  acquainted  with  Mr.  Buckley? 
A.  I  have  known  Mr.  Buckley  six  or  seven  years. 

Q.  Was  he  at  one  time  connected  with  the  Insurance  Depart- 
ment ?     A.  I  think  he  was,  yes,  sir. 

Q.  Was  he  at  one  time  the  private  secretary  of  James  F.  Pierce 
when  he  was  Superintendent  of  Insurance?  A.  That  I  do  not 
know. 


So8i 


Testimony  of  Edward  W.  Scott 

Q.  Was  he  subsequently  one  of  the  assistants  in  the  Insurance 
Department  ?     A.  He  was  employed  in  the  Insurance  Department. 

Q.  Was  he  employed  under  Superintendent  Payn?  A.  I  think 
he  was  back  as  far  as  that. 

Q.  Has  he  a  brother  in  the  department  now  ?  A.  No,  sir,  not 
that  I  know  of. 

Q.  When  did  he  leave  the  department?  A.  I  do  not  think  he 
has  been  there  since  1892,  perhaps  1891. 

Q.  Have  you  retained  him  in  connection  with  matters  with  the 
Department?  A.  No,  I  never  retained  him  when  he  was  con- 
nected with  the  department. 

Q.  I  mean  in  relation  to  matters  that  came  up  with  the  de- 
partment?   A.  Not  specially. 

Q.  Has  he  represented  you  at  any  time  with  regard  to  matters 
which  came  up  with  the  department  ?     A.  I  think  not. 

Q.  Was  he  recommended  to  you  by  the  New  York  Life?  A. 
No,  sir,  I  do  not  recall  that  he  was. 

Q.  Did  you  know  that  he  was  employed  by  the  New  York  Life  ? 
A.  I  did. 

Q.  Did  you  know  in  what  capacity?    A.  No,  sir. 

Q.  Does  Mr.  Buckley  attend  to  regular  legal  business,  such  as 
matters  of  litigation,  giving  them  legal  opinion  and  advice  as  to 
ordinary  questions?  A.  Well,  I  presume  that  he  does  in  due 
course  of  business. 

Q.  Has  he  ever  dealt  with  you  in  regard  to  such  matters  ?  A. 
Not  that  I  recollect. 

THE  CHAIRMAN :  The  Committee  will  appreciate  it  if  the 
representatives  of  the  press  will  wait  a  moment  after  we  take  our 
recess.     The  Committee  will  stand  in  recess  until  2.30  o'clock  this 

afternoon. 


S082 


AFTER  RECESS. 

THE  CHAIRMAN :  The  Committee  is  waiting  for  Mr.  Scott. 
If  there  is  any  one  in  the  room  who  will  communicate  with  him. 

EDWARD  W.  SCOTT  resumed. 

BY  MR  HUGHES : 

Q.  Did  you  first  become  acquainted  with  Mr.  Buckley  at  the 
time  when  it  appears  that  he  received  his  first  payment  of  five  hun- 
dred dollars?    A.  No,  I  think  not — prior. 

Q.  Had  you  known  him-  for  some  time?  A.  For  some  time, 
yes,  sir. 

Q.  Was  there  any  payment  made  to  him  of  twenty-five  thou- 
sand dollars  in  the  summer  of  1897,  which  went  to  make  up  the 
difference  between  the  amount  of  money  borrowed  from  the  New 
York  Security  and  Trust  Company  and  the  purchase  price  of  the 
stock  bought  by  you  at  the  auction  sale?     A.  W.  H.  Buckley? 

Q.  Yes.     A.  No,  sir. 

Q.  Or  any  part  of  it?     A.  No,  sir. 

Q.  Was  there  a  payment  made  to  Boswell  for  that  purpose? 
A.  There  was  a  payment  to  Boswell  in  the  summer  of  1897. 

Q.  What  was  that  payment?  A.  They  were  agents  of  the 
company,  Boswell  and  Buckley,  and  they  desired  to  have  an  inter- 
est in  the  capital  stock  to  the  extent  of  100  shares,  and  the  loan 
was  made  at  that  time. 

Q.  Was  it  a  loan  ?    A.  It  was  a  loan,  yes,  sir. 

Q.  On  collateral A.  Charged  to  their  account. 

Q.  On  collateral?  A.  Well,  their  account  was  perfectly  good 
for  the  loan.    Not  on  collateral,  no,  sir. 
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Q.  It  was  a  loan  to  Boswell  ?  A.  It  was  an  advance  to  Boswell 
alone?    A.  Boswell  and  Buckley. 

Q.  What  Buckley  was  that?  A.  That  was  a  Buckley  of  Cin- 
cinnati. 

Q.  What  was  his  first  name?  A.  He  was  a  partner  of  Mr. 
Boswell. 

Q.  When  was  that  advance  made?    A.  I  think  in  July,  1897. 

Q.  And  the  $25,000  which  'was  paid  in  cash  by  you  on  the 
purchase  of  the  stock  was  from  the  proceeds  of  that  loan?  A. 
Not  altogether. 

Q.  How  much  of  it?  A.  Well,  possibly  twenty  thousand  dol- 
lars. 

Q.  And  what  interest  in  the  stock  did  Boswell  and  Buckley 
take?    A.  They  were  to  have  one  hundred  shares,  I  believe. 

Q.  Did  they  get  the  one  hundred  shares  ?     A.  They  did  not. 

Q.  Why  not  ?     A.  They  surrendered  their  claim  to  it. 

Q.  To  whom  ?    A.  To  me,  and  I  assumed  the  obligation. 

Q.  And  in  what  form  did  you  assume  the  obligation  ?  A.  They 
were  to  have  the  stock  when  it  was  released. 

Q.  How  did  you  make  good  the  twenty-five  thousand  dollars? 
A.  I  gave  the  comptroller  of  the  company  a  statement,  who  was 
familiar  with  the  circumstances,  when  the  stock  was  released  that 
it  should  be  turned  into  the  treasury. 

Q.  Has  it  ever  been  released  ?    A.  It  has  not. 

Q.  Has  the  twenty-five  thousand  dollars  ever  been  paid  back  to 
the  company?     A.  No,  sir,  but  the  interest  on  it  has. 

Q.  Who  has  paid  the  interest  ?     A.  Tlie  interest  on  the  stock 

Q.  You  mean  the  dividends?  A.  The  dividends  and  the  dif- 
ference between  the  dividends,  no,  the  dividends  paid  the  interest. 

Q.  What  has  the  company  received?  A.  It  received  the  full 
interest. 

Q.  At  what  rate?    A.  Five  per  cent. 
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Q.  At  twenty-five  thousand  dollars  ?  A.  Whatever  the  amount 
was,  I  think 

Q.  Or  twenty  thousand  dollars  ?    A.  Twenty  thousand  dollars. 

Q.  From  whom  has  it  received  that  interest?  A.  I  have  paid 
that. 

Q.  You  paid  it  yourself?    A.  Yes,  sir. 

Q.  And  the  stock  has  not  been  released  because  it  is  all  still  held 
by  the  New  York  Security  and  Trust  Company  ?     A.  Yes,  sir. 

Q.  But  the  difference  between  the  $180,000  loans  by  the  New 
York  Security  and  Trust  Company  upon  the  stock  in  the  summer 
of  1897  and  the  amount  you  paid  for  the  stock  at  the  auction  sale 
was  raised  by  an  advance  by  the  Provident  Savings  Company? 
A.  To  Boswell  and  Buckley. 

Q.  Yes,  but  the  company  paid  the  money,  paid  that  difference. 
A.  They  paid  the  $25,000. 

Q.  That  is  what  I  mean.     A.  To  Boswell  and  Buckley. 

Q.  And  made  good  this  money  to  Boswell  and  Buckley  to  put 
up  on  the  purchase  price  ?     A.  They  turned  it  over  to  me,  yes,  sir. 

Q.  And  what  agreement  has  the  company  that  the  company  will 
be  entitled  to  one  hundred  shares  of  stock?  A.  They  have  an 
agreement  to  that  effect. 

Q.  Is  that  a  written  agreement  ?    A.  Yes,  sir. 

Q.  Is  that  on  your  files  ?     A.  Yes,  sir. 

Q.  I  would  like  to  have  it  produced.    Can  you  send  for  that  ? 

MR.  GILBERT:  We  will  send  for  it.  ' 

Q.  So  that  in  effect  operated  as  a  purchase  by  the  company  of 
one  hundred  shares  of  its  own  stock?  A.  No,  it  operated  as  a 
purchase  by  Boswell  and  Buckley. 

Q.  But  Boswell  and  Buckley  surrendered  their  interest  to  you  ? 
A.  Some  time  subsequent. 

Q.  So  it  should  be  stated  it  operated  in  effect  as  a  purchase  by 
you  of  the  entire  amount  and  a  loan  by  the  company  of  the 
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$25,000?  A.  Well,  I  would  like  to  state  that  Boswell  and  Buck- 
ley were  large  agents  of  the  company,  had  a  very  large  field, 
several  States,  and  they  were  very  anxious  of  obtaining  an  interest 
;and  we  thought  that  it  might  be  desirable  to  give  them  an  interest, 
but  subsequent  events  satisfied  us  that  it  was  not  desirable  to  have 
them  interested  in  any  way  in  the  company,  and  later  on  Mr. 
Buckley  retired,  and  later  on  severed  all  connection  with  his  part- 
ner, Mr.  Boswell. 

Q.  How  long  was  it  after  the  purchase  by  you  at  the  auction 
sale  that  their  interest  in  the  purchase  was  turned  over  to  you? 
A.  I  should  think  a  year  and  a  half  or  two  years. 

Q.  Is  that  the  subject  of  any  written  agreement?  A.  Between 
them  and  myself? 

Q.  Yes,  have  you  any  written  paper  showing  the  transfer? 
A.  I  do  not  recollect  that  I  have. 

Q.  Did  they  have  any  document  or  instrument  showing  that 
they  were  entitled  to  any  part  of  the  stock  by  reason  of  their 
turning  over  to  you  the  twenty-five  thousand  dollars  obtained  from 
the  company?  A.  I  think  it  is  quite  likely,  but  I  do  not  recall 
definitely. 

Q.  Did  you  give  it  to  the  company?     A.  No,  sir. 

Q.  You  executed  an  agreement?     A.  Yes,  sir. 

Q.  And  just  what  was  the  purport  of  that?  A.  That  on  the 
stock  being  released  the  one  hundred  shares  should  be  turned  into 
the  treasury  of  the  company. 

Q.  Then  in  effect  did  it  operate  as  a  purchase  by  the  company 
of  one  hundred  shares  ?    A.  Subsequently,  it  did. 

Q.  Yes,  that  is  the  status  of  it  now.  A.  That  view  might  be 
taken  of  it. 

Q.  In  other  words,  you  were  paying  interest  on  the  twenty-five 
thousand  dollars  pursuant  to  an  agreement  that  when  the  stock  is 
released  from  the  pledge  with  the  New  York  Security  and  Trust 
Company  the  one  hundred  shares  of  that  stock  shall  become  the 
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property  of  the  company  and  be  held  in  its  treasury.     Who  is  re- 
ceiving the  dividends  on  the  stock  ?     A.  I  have. 

Q.  And  dividends  at  ten  per  cent?      A.  No,  sir. 

Q.  What  per  cent?     A.  Seven  per  cent. 

Q.  And  what  became  of  the  difference  between  the  five  per  cent, 
interest  you  pay  on  the  twenty-five  thousand  dollars  and  the  seven 
per  cent.,  or  is  there  any  difference?  A.  No,  I  think  the  interest 
is  correctly  calculated. 

Q.  What  is  the  amount  of  the  dividends  that  you  received  on 
the  one  hundred  shares?     A.  Seven  per  cent.  '*    ■ 

Q.  You  mentioned  the  other  day  that  E.  A.  Dunham'^vft"^con- 
nected  with  the  transaction  which  led  to  the  purchase  %f  the  stock 
by  Hadley.  Did  he  become  connected  with  your  company?  A. 
He  did  not. 

Q.  Did  your  company  pay  him  any  money?  A.  I  think  they 
did. 

C-  What  amount?     A.  During  the  control  of  Mr.  Hadley. 

Q.  And  that  was  for  how  long?     A.  But  not  subsequent. 

Q.  And  that  was  for  how  long  that  he  received  that  amount? 
A.  Well,  some  three  or  four  months. 

Q.  And  what  was  the  amount  that  he  received?  A.  T  could  not 
say,  Mr.  Hughes. 

Q.  One  thousand  dollars  a  month  ?     A.  Really,  I  do  not  recall. 

Q.  What  was  the  total  amount  received  by  Mr.  Dunham.  A. 
That  I  could  not  say. 

Q.  What  was  the  consideration  for  paying  him  anything?  A. 
He  was  in  the  employ  of  Mr.  Hadley. 

Q'.  Well,  what  was  the  consideration  for  the  payment  to  Mr. 
Dunham  by  the  company,  by  the  Provident  Savings?  A.  Well, 
he  did  very  little  work,  if  anything,  for  the  company. 

Q.  So  that  it  was  in  effect  a  gift  by  the  company  of  whatever 
amount  he  received?     A.  Well,  it  was  on  Mr.  Hadley's  orders 
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that  he  received  it;  whether  it  was  charged  to  Mr.  Hadley  or  not, 
I  cannot  now  say. 

Q.  But  the  company  has  never  had  the  money  back?  A.  It 
never  has,  no,  sir. 

Q.  Did  you  vote  for  the  payment  of  the  money  ?    A.  No,  sir. 

Q.  Who  did?  A.  I  do  not  think  it  was  a  matter  by  the  Finance 
Committee. 

Q.  Who  signed  the  checks?  A.  That  I  cannot  recollect.  Pos- 
sibly I  did. 

Q.  Was  Mr.  Hadley  an  oiilicer  of  the  company  at  the  time? 
A.  No, , sir,  he  was  the  director  and  owner  of  the  majority  stock. 

Q.  Was -subsequently  an  amount  paid  by  Mr.  Dunham  in  set- 
tlement?   A.  Subsequently? 

Q.  Yes.     A.  Yes. 

Q.  What  amount?    A.  I  do  not  recall  just  now. 

Q.  Approximately? 

MR.  GILBERT:  Paid  by  whom,  Mr.  Hughes? 

MR.  HUGHES  :  By  the  company. 

THE  WITNESS:  I  do  not  think  anything  was  paid  by  the 
company.    I  know  I  paid  him  some  money. 

Q.  Individually?     A.  Yes,  sir. 

Q.  What  was  that  for?  A.  Well,  that  was  for  an  alleged  claim 
that  he  had. 

Q.  Against  you  individually?    A.  I  think  so,  yes. 

Q.  I  thought  you  had  nothing  to  do  with  this  matter  by  which 
the  stock  was  obtained  or  purchased  ?    A.  Originally  ? 

Q.  Yes.     A.  Well,  I  did  not,  as  I  testified  the  other  day. 

Q.  How  could  Mr.  Dunham  have  a  claim  against  you?     A. 
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Well,  there  are  a  great  many  claims,  you  know,  that  are  insti- 
tuted  

Q.  I  understood A.  I  did  not  settle  with  Mr.  Dunham. 

I  think  our  counsel  can  explain  that  to  you  more  fully  than  I  can, 
the  nature  of  his  claim.    In  fact,  I  did  not  see  him. 

Q.  Did  his  claim  grow  out  of  the  transaction  of  the  purchase 
by  Hadley  ?     A.  As  he  claimed,  yes,  sir. 

Q.  Was  it  a  commission  ?    A.  No. 

Q.  What  was  it  for?  A.  Well,  I  do  not  recall  now  the  na- 
ture of  it. 

Q.  Did  you  obtain  the  moneys  that  were  paid  in  settlement  from 
the  company  either  directly  or  indirectly?    A.  No,  sir. 

Q.  The  company  did  not  advance  or  loan  any  money  to  enable 
that  claim  to  be  settled?  A.  No,  sir,  not  to  me  or  anybody  else 
that  I  know  of. 

Q.  So  that  you  individually  settled  it  ?    A.  Yes,  sir. 

Q.  Has  the  company  made  any  demand  upon  Mr.  Dunham  for 
the  amount  of  moneys  which  were  paid  him  upon  Mr.  Hadley's 
order?    A.  No,  sir. 

Q.  Why  not?  A.  Well,  I  suppose  it  was  considered  as  a  use- 
less undertaking  to  do  so. 

Q.  Did  one  William  Miller  bring  suit  against  the  company  or 
yourself  in  connection  with  this  transaction  of  Mr.  Hadley's 
purchase?  A.  One  William  Miller  brought  suit  against  myself, 
against  me. 

Q.  What  became  of  that?    A.  It  is  still  pending. 

Q.  Has  any  money  been  paid  to  Mr.  Miller  ?    A.  Not  a  dollar. 

Q.  Was  any  money  paid  in  connection  with  this  purchase  to 
any  one  other  than  to  Mr.  Dunham  ?    A.  No,  sir. 

Q.  Who  has  paid  interest  upon  the  loan  in  the  New  York 
Security  &  Trust  Company  ?    A.  I  have. 

Q.  Have  you  obtained  any  of  the  moneys  for  that  purpose 
from  the  company?    A.  No,  sir. 
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Q.  Who  paid  the  interest  on  the  original  loan  to  Hadley  that 
was  in  the  Continental  Trust  Company  ?  A.  That  was  calculated 
in  the  claim  of  the  trust  company  and  was  included  in  the 
amount — whatever  the  amount  was,  I  cannot  say  just  the 
amount  now — $205,000, 1  think. 

Q.  The  purchase  price  on  their  sale  ?    A.  The  purchase  price. 

Q.  In  other  words  the  stock  was  bid  in  at  the  auction  sale  for 
the  amount  of  their  debts  and  interest?  A.  Yes,  sir,  plus  ex- 
penses. 

Q.  Did  you  put  up  any  cash  yourself  on  that  purchase?  A. 
Yes,  sir,  I  did. 

Q.  What  amount?    A.  I  think  about  $io,oco. 

Q.  Well,  the  difference  between  $205,000  and  $180,000  is  only 
$25,000,  and  I  understand  you  had  obtained  $25,000  from  Bos- 
well  &  Butler,  who  obtained  it  from  the  company?  A.  No,  I 
think  it  was  $20,000. 

Q.  And  that  would  leave  $5,000?  A.  I  can  say  here  I  could 
have  had  $250,000  from  the  trust  company  if  I  had  desired  it. 

Q.  So  it  was  not  necessary  to  put  up  any  cash?  A.  No,  sir,  it 
was  not  necessary. 

Q.  Had  you  prior  to  the  time  of  that  sale  entered  into  an 
agreement  with  any  one  to  buy  that  stock  ?    A.  No,  sir. 

Q.  Do  you  know  whether  Mr.  Hadley  transferred  his  interest 
in  the  stock  to  Mr.  Charles  E.  Brownell?  A.  He  did,  by  as- 
signment. 

Q.  To  whom  did  Mr.  Brownell  transfer  it?  A.  To  Mr. 
Dunham. 

Q.  To  whom  did  Mr.  Dunham  transfer  it?  A.  He  transferred 
it  subsequently  to  me. 

Q.  What  did  you  agree  to  pay  for  it?    A.  Not  a  dollar. 

Q.  Did  you  agree  to  take  up  the  loans  Mr.  Hadley  had  made? 
A.  No,  the  assignment  was  subject  to  the  loan. 

Q.  Subject  to  the  loan?    A.  Yes,  sir. 
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Q.  Was  it  coupled  with  an  assumption  of  the  loan?  A.  No, 
subject  to  the  loan. 

Q.  Was  that  a  matter  of  litigation  between  you  and  Mr.  Had- 
ley's  estate  ?    A.  I  think  not. 

Q.  Did  Mr.  Hadley's  estate  claim  any  equity  in  the  stock?  A. 
They  did  claim  to  have,  yes,  sir ;  but  there  was  no  action  taken  by 
them. 

Q.  I  infer  from  what  you  have  said  that  no  suit  was  brought 
by  them  ?    A.  No  suit  was  brought  that  I  recall. 

Q.  They  had  an  attorney  who  presented  a  demand?  A.  Yes, 
sir. 

Q.  And  you  met  that  by  showing  the  papers  under  which  you 
claimed?  A.  I  met  that  by  an  absolute  refusal  to  acknowledge 
any  claim  on  the  part  of  Hadley  or  anybody  else. 

Q.  The  claim  was  that  you  had  agreed  to  hold  Hadley  harm- 
less from  the  loans?    A.  Subsequent  to  the  purchase  or  prior? 

Q.  Subsequent  to  his  purchase,  prior  to  yours.  A.  No,  sir; 
there  was  no  agreement 

Q.  I  say  that  was  the  claim  that  Hadley's  estate  made?  A. 
No,  sir;  their  claim  was,  I  think,  to  an  interest  in  the  equity. 

Q.  Was  the  agreement  on  your  part  to  take  the  stock  from 
Dunham  in  writing?  A.  Only  by  the  assignment  that  he  gave 
me. 

Q.  And  that  was  a  mere  bill  of  sale?  A.  No,  I  think  it  was  a 
regular  assignment. 

Q.  Have  you  that  assignment  ?    A.  I  have  not ;  no,  sir. 
Q.  Who  has  it  ?    A.I  think  my  counsel  has  it. 

Q.  I  should  like  to  have  it  produced.  At  the  time  that  you 
were  connected  with  the  Equitable  were  3'ou  the  manager  in 
Australia?  A.  I  had  charge  of  the  Australian  business  for  a 
time. 

Q.  What  was  the  state  of  your  account  with  the  Equitable 
when  you  left  that  company?    A.  It  was  settled,  sir. 
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Q.  In  what  way  was  it  settled?  A.  I  do  not  recall  the  ad- 
justment of  it,  but  it  was  settled. 

Q.  Was  there  a  debit  balance  against  you  ?    A.  Not  a  dolla' 

Q.  What  was  there  to  settle?  A.  The  account,  whatever  it 
was. 

Q.  Then  there  is  no  truth  in  the  statement  that  at  the  time 

you  left  the  Equitable  there  was  a  balance  against  you A. 

Not  one  cent. 

Q.  Which  you  did  not  pay?   A.  Not  one  dollar,  sir. 

Q.  You  have  said  that  you  have  reduced  the  amount  of  the 
loan  to  the  New  York  Security  &  Trust  Company  from  $180,000 
to  fifty  thousand  dollars?    A.  Yes,  sir. 

Q.  Have  you  received  from  the  Provident  Savings  directly 
or  indirectly  any  portion  of  the  moneys  which  have  been  used 
to  reduce  that  loan?    A.  No,  sir. 

Q.  How  has  it  been  reduced?  A.  I  have  reduced  it  from 
my  own  funds. 

Q.  Through  your  connection  with  the  company??  A.  Not 
altogether,  sir. 

Q.  In  any  part?  A.  Possibly  I  have  used  a  considerable  por- 
tion of  my  salary. 

Q.  Have  you  a  statement  of  the  salaries  paid  by  your  com- 
pany for  a  series  of  years.  I  think  I  did  not  have  that  the  other 
day.    A.  I  have  it  here,  sir.     (Producing  paper). 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  698). 

Q.  I  am  informed  that  in  the  minutes  there  are  some  state- 
ments with  regard  to  salary  that  are  not  in  entire  accord  with 
this  table.  If  you  desire  to  correct  your  testimony  to  make 
it  conform  to  this  statement  now  offered?     Mr.  Gilbert  sug- 
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gests  you  might  have  fallen  into  some  inaccuracy.  A.  Either 
in  that  or  in  the  transcript  of  the  notes  there  are  two  or  three 
inaccuracies. 

THE  WITNESS:  What  I  gave  you  the  other  day  was  en- 
tirely from  memory. 

Q.  And  you  intend  that  this  table,  Exhibit  No.  698  should 
be  regarded  as  a  complete  and  accurate  statement?  A.  Ac- 
curate statement. 

Statement  read  in  evidence  by  Mr.  Hughes. 

Q.  I  have  now  received  the  paper  to  which  you  referred  with 
regard  to  the  one  hundred  shares  transferred  to  you  by  Bos- 
well  and  Buckley — that  is  the  original?    A.  Yes. 

MR.  HUGHES:  I  offer  that  in  evidence. 

Paper  marked  Exhibit  No.  699,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  That  is  the  only  agreement  that  you  have  with  regard 
to  those  shares?    A.  The  only  agreement. 

Q.  Now,  I  am  informed  that  at  or  shortly  before  you  left 
the  Equitable  there  was  a  debit  balance  against  you  of  about 
a  hundred  thousand  dollars — isn't  that  so?     A.  No,  sir. 

Q.  Wasn't  there  at  any  time  such  a  debit  against  you?  A. 
No,  sir. 

Q.  Did  you  have  some  arrangement  with  Mr.  Henry  B.  Hyde 
for  disposing  of  that?    A.  No,  sir. 

Q.  Did  you  make  any  payment  to  the  Equitable?  A.  No,  sir; 
the  Equitable  has  no  claim  upon  me  whatever. 
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Q.  I  don't  want  to  press  the  matter  unduly,  but  if  there  is 
anything  at  all  in  the  suggestion  that  there  was  some  claim 
against  you,  which  in  some  way  was  settled  or  disposed  of,  I 
would  Hke  to  know  the  facts?  A.  Well,  there  was  no  claim 
against  me,  whatsoever.  My  account  was  entirely  adjusted, 
and  I  am  perfectly  responsible  to-day  for  any  claim  the  Equi- 
table Society  has  against  me.  I  will  make  a  statement  on  that 
point  a  little  later  on,  if  you  will  permit  me. 

Q.  You  can  make  it  now.  A.  I  would  rather  reserve  for  a 
few  moments  when  I  have  covered  more  ground. 

Q.  What  is  that?    A.  I  will  reserve  it  if  you  will  permit  me. 

Q.  When  you  please.  I  think  you  have  testified  as  to  the 
interest  upon  the  loan  carried  at  the  New  York  Security  & 
Trust  Company?    A.  Yes,  sir. 

Q.  And  that  was  five  per  cent.?  A.  Originally,  and  reduced 
to  four  and  a  half,  and  I  believe  it  now  stands  at  four. 

Q.  What  was  the  date  of  the  first  payment  you  made  to  the 
New  York  Security  &  Trust  Company?  A.  I  cannot  say  ex- 
cept from  recollection. 

Q.  Approximately?     A.  I  should  say  in  December, 

Q.  Of  what  year?     A.  1897. 

Q.  Of  what  amount.    A.  That  I  cannot  tell  you. 

Q.  Approximately?    A.  I  don't  recollect. 

Q.  I  should  like  to  have  a  statement  of  that  account.  I  no- 
tice in  your  collateral  loans,  a  loan  of  sixteen  thousand  dollars, 
made  on  December  6,  1899,  to  Stewart  Brown.  Who  was  Stew- 
art Brown?  A.  Stewart  Brown  was  connected  with  the — was 
a  broker  at  that  time,  I  think. 

Q.  Was  he  connected  with  the  New  York  Life  at  that  time? 
A.  No,  I  think  not. 

Q.  Do  you  know  when  he  severed  his  connection  with  it? 
A.  I  do  not  recall,  but  I  think  it  was  prior  to  that. 
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Q.  Was  the  loan  made  to  Stewart  Brown  made  for  the  benefit 
of  any  other  person?    A.  No,  sir,  not  that  I  know  of. 

Q.  Well,  I  understand  your  testimony  to  be  that  you  have 
paid  since  you  became  connected  with  the  Provident  Savings,  out 
of  your  own  means,  a  hundred  and  thirty  thousand  dollars,  to 
the  New  York  Security  &  Trust  Company,  in  addition  to  what- 
ever interest  was  payable  upon  that  loan?    A.  Yes,  sir. 

Q.  And  that  you  have  not  obtained  anything  from  the  Provi- 
dent Savings,  save  as  you  have  received  your  salary?  A.  Pre- 
cisely. 

Q.  Was  your  salary  originally  thirty-six  thousand  dollars? 
A.  No,  sir,  originally  eighteen  thousand  dollars.  I  think  I  testi- 
fied to  that  the  other  day. 

Q.  I  have  asked  you  for  a  statement  of  all  contributions  made 
to  political  campaign  funds  for  ten  years  last  past  by  the  Provi- 
dent Savings.  Is  this  statement  you  have  handed  the  Com- 
mittee a  complete  statement  ?  A.  That  is  a  complete  statement. 
I  see  here  an  item  of  $2,000  and  $1,000,  which  is  entered  as  a 
fee  for  some  attorney.  There  were  two  contributions  that 
I  can  recall  so  far  as  contributions  was  concerned. 

Q.  That  is  what  I  mean.     A.  That  is  correct. 

Q.  This  statement  happens  to  include  also  certain  items  in 
connection  with  legislation?    A.  Yes,  sir. 

Q.  And  is  the  statement  complete,  with  reference  to  all  con- 
tributions for  political  purposes,  either  in  connection  with  State 
national  or  local  campaigns,  and  also  with  reference  to  all  pay- 
ments in  connection  with  legislation  in  any  State?     A.  Yes.  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  700  and  read  in  evidence  by  Mr. 
Hughes. 
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Q.  When  was  your  company  first  examined  by  the  Insurance 
Department?    A.  July,  1897. 

Q.And  this  is  a  copy  of  their  report?  (showing  witness  paper). 
A.  Since  I  became  president. 

Q.  This  is  a  copy  of  the  report?  A.  I  presume  so,  I  never  saw 
it  in  just  that  form  before. 

Q.  This  comes  from  the  files  of  the  department.  This  was 
an  examination,  which  was  brought  about  because  of  the  public 
attention  that  was  attracted  to  the  matter  after  Mr.  Hadley's 
death?    A.  Yes,  sir. 

Q.  Is  it  not  a  fact,  according  to  your  information,  that  that 
was  the  first  examination  that  had  ever  been  made  by  the  de- 
partment of  New  York  of  the  Provident  Savings?  A.  I  think 
that  is  so,  yes,  sir. 

Q.  I  notice  in  this  statement  in  the  department  report:  "The 
corporation  holds  certain  securities  that  were  hypothecated  to  it 
as  collateral  to  loans  amounting  to  $162,500.  The  par  value  of 
those  securities  is  $202,900.  At  the  time  the  loans  were  made  by 
the  former  administration  the  collaterals  referred  to  were  quoted 
at  values  sufficient  to  amply  secure  the  loan.  I  am  unable  at  the 
present  time  to  ascertain  the  value  of  these  securities,  except  in  two 
instances,  and  therefore  have  reduced  the  assets  of  the  company 
on  this  account  to  the  extent  of  $149,500."  It  is  said  that  "At  the. 
time  the  loans  were  made  by  a  former  administration  the  collater- 
als were  quoted  at"  etc.  In  fact,  the  loans  had  been  made  by  the 
same  administration  that  was  in  force  at  the  time  that  report 
was  made — is  not  that  so?     A.  No,  sir;  not  altogether. 

Q.  In  what  respect  had  the  administration  changed  ?  A.  There 
had  been  a  change  in  the  administration  of  officers. 

Q.  In  what  respect  were  officers  different?  A.  A  changje  in 
ttie  ownership,  of  course. 

Q.  There  had  been  a  change  in  the  control  of  the  stock?  A. 
Control  of  the  stock. 
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Q.  So  far  as  the  responsible  administrative  officers  were  con- 
cerned, had  there  been  any  change?  A.  Not  in  the  presidency 
or  secretaryship. 

Q.  In  the  membership  of  the  Finance  Committee?  A.  There 
had  been  one  or  two  secretaries  put  in  there  by  Mr.  Hadley,  and 
these  had  been  eliminated. 

Q.  Had  there  been  any  change  in  the  Finance  Committee?  A. 
Yes,  sir. 

Q.  What  change?  A.  The  Finance  Committee  was  reorgan- 
ized at  the  time  of  the  Hadley  trouble. 

Q.  And  how  was  it  reorganized?  A.  By  substituting  others 
for  those  in  the  place  that  had  been  selected. 

Q.  Well,  state  if  you  will  who  the  persons  were — who  came 
after  his  death  and  for  whom  they  were  substituted  ?  A.  Stephen 
A.  Brownell  was  retired  and  Mr.  Ashley,  whose  first  name  I  do 
not  recall ;  two  Brownells  I  think.  I  could  readily  give  you  the 
names  if  I  had  a  list  with  me,  but  I  do  not  think  I  have. 

MR.  GILBERT :  Here  is  a  list  of  the  directors  in  1897,  that 
might  help  you. 

O.  What  was  the  number  of  the  Finance  Committee  at  the  time 
those  loans  were  made  ?    A.  Five,  if  I  remember. 

Q.  Who  went  off  after  the  Hadley  trouble?  A.  Stephen  A. 
Brownell,  Mr.  Ashley — what  was  Mr.  Ashley's  name? 

MR.  GILBERT :  Stephen  B.  Ashley. 
MR.  HUGHES:  Stephen  B.  Ashley. 

THE  WITNESS :  Another  Brownell.  His  name  is  not  here. 
Mr.  Thomas  H.  Borden. 
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Q.  Who  took  their  places?  A.  E.  C.  Lounsbury,  Abraham 
M.  Hyatt,  C.  E.  Tillinghurst,  I  think. 

Q.  Then  the  statement  in  the  Insurance  Department  report  is 
to  the  fact  that  the  loans  to  Hadley  had  been  made  by  a  prior 
administration,  had  reference  to  the  Finance  Committee?  A. 
Very  largely,  yes,  sir. 

Q.  Now,  from  1897  to  the  present  time,  has  your  company 
ever  been  examined  by  the  New  York  Insurance  Department? 
A.  Not  by  the  New  York  Insurance  Department,  no,  sir. 

Q.  And  has  your  company  been  examined  by  the  Insurance 
Department  of  any  other  State?    A.  Yes,  sir. 

Q.  What  department?    A.  Tennessee  and  Texas. 

Q.  When  was  the  examination  by  the  Tennessee  department? 
A.  1901. 

Q.  By  whom  was  that  department  represented?  A.  By  Walter 
C.  Wright. 

Q.  Of  Boston?     A.  Of  Boston. 

Q.  Was  Mr.  Walter  C.  Wright  at  that  time  an  applicant  for 
the  position  of  consulting  actuary  in  your  company  A.  No,  sir; 
he  was  not. 

Q.  Did  he  subsequently,  after  the  examination,  apply  for  that 
appointment?     A.  I  do  not  think  so. 

Q.  Was  he  appointed?     A.  As  consulting  actuary,  no,  sir. 

Q.  As  actuary?    A.  No,  sir. 

Q.  In  what  capacity  was  he  employed  by  your  company?  A. 
He  was  employed  for  special  work. 

Q.  At  what  time?     A.  I  think  in  1902. 

Q.  For  how  long  was  he  employed?     A.  How  long? 

Q.  Yes.     A.  I  think  he  is  still  doing  work  for  us. 

Q.  He  was  not  connected  with  the  Tennessee  Department,  was 
he— he  was  simply  retained  by  them  ?  A.  He  was  retained  by  the 
Tennessee  department. 
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Q.  He  was  an  actuary  during  the  business  of  consulting  actu- 
ary?    A.  Yes. 

Q.  And  he  was  retained  by  them  and  made  an  examination? 
A.  Yes,  sir. 

Q.  And  from  time  to  time  you  have  retained  him?    A.  Yes,  sir. 

Q.  Your  company  has?    A.  Yes,  sir. 

Q.  Now,  what  amounts  'have  you  (paid  Ihim?  A.  Possibly 
$2,500  or  $3,000. 

Q.  When  were  you  examined  by  the  Texas  department?  A. 
At  the  same  time. 

Q.  1901?    A.  Yes,  sir. 

Q.  And  with  the  exception  of  those  two  examinations  you 
have  not  been  examined  since  the  examination  of  1897  by  the 
Mew  York  department  ?    A.  No,  sir. 

O.  Is  this  a  complete  statement  of  the  real  estate  owned  by 
your  company   (showing  witness  paper).     A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Statement  marked  Exhibit  701,  and  put  in  evidence  by  Mr. 
Hughes. 

Q.  This  statement  shows  on  the  left  the  year  of  acquisition 
and  then  the  statement  of  the  property  and  then  of  its  book 
value  ?    A.  Yes,  sir. 

Q.  The  first  property  mentioned  is  Provident  Building,  Waco, 
Texas,  a  six-story  brick  and  stone  office  building,  plot  82J  by 
150,  book  value  $207,657.25,  acquired  in  1889.  What  did  that 
cost  the  company?  A.  That  cost  the  company,  as  I  remember, 
one  hundred  and  fifty  odd  thousand  dollars.  There  was  con- 
tributed in  stone  in  its  erection,  as  I  am  informed — of  course 
that  was  put  up  before  my  administration — to  the  value  of 
$50,000,  to  which  no  charge  was  made.    They  were  developing 
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a  new  quarry,  and  the  stone  was  contributed,  as  I  understand, 
without  any  charge.  Had  they  paid  for  it  the  cost  of  the  building 
would  have  been  approximately  $200,000. 

Q.  That  was  an  original  investment  for  the  purpose  of  sup- 
plying your  company  with  an  office  building  ?    A.  Yes,  sir. 

Q.  That  was  long  before  your  administration  ?    A.  Yes,  sir. 

Q.  The  next  property  is  330  West  i8th  street,  acquired  in 
1901,  five-story  and  basement  brick  and  stone  apartment  house, 
lot  25  by  92,  book  value  $15,098.50.  What  did  that  cost  the  com- 
pany ?  A.  That  cost  the  company  what  is  stated  there,  the  book 
value. 

Q.  This  is  a  statement  of  cost?    A.  Yes,  sir. 

Q.  And  it  has  not  been  reduced  or  increased?  A.  I  think 
not. 

Q.  Was  that  acquired  through  foreclosure  ?    A.  No,  sir. 

Q.  For  what  purpose  was  that  acquired  ?  A.  That  was  taken 
for  a  debt. 

Q.  It  was  a  property  upon  which  there  had  been  no  loan  pre- 
viously in  favor  of  the  company  ?    A.  No. 

Q.  Was  it  in  equity?    A.  It  was  in  equity,  yes,  sir. 

Q.  And  it  is  subject  to  a  mortgage?    A.  Yes,  sir,  it  is. 

Q.  At  the  present  time  ?    A.  Yes,  sir. 

Q.  Whose  indebtedness  was  cancelled  by  the  transfer?  A.  I 
cannot  give  you  the  name. 

MR.  GILBERT :  Robinson. 

A.  Robinson. 

Q.  What  Robinson?    A.  I  have  not  the  name.. 

Q.  Any  one  connected  with  the  company?    A.  No,  sir. 

Q.  How  did  the  indebtedness  arise?  A.  He  had  negotiated 
for  an  annuity  and  could  not  complete  the  matter,  and  that  was 
taken  in  part,  as  I  remember  it,  in  settlement. 
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Q.  You  mean  as  part  of  the  consideration  for  the  annuity?  A. 
Yes,  sir. 

Q.  It  was  in  lieu  of  so  much  money  paid  the  company?  A. 
Precisely. 

Q.  The  next  property  is  No.  530  to  538  Broadway,  acquired 
1902  to  1904,  three  eleven  and  ten-story  basement  fireproof  brick, 
stone  and  steel  buildings  at  the  northeast  corner  of  Spring  street, 
plot  125  by  125,  book  value  $960,779.65.  For  what  purpose  was 
that  property  acquired  ?    A.  For  what  purpose  ? 

Q.  Yes.  A.  That  was  taken  in  exchange.  For  out  of  town 
property  and  some  property  in  the  city. 

Q.  With  whom  did  the  company  deal  ?  A.  I  cannot  give  you 
the  names  offhand. 

Q.  Who  was  the  broker  ?  A.  Just  in  a  moment,  I  think  it  was 
James  L.  Libbey. 

MR.  GILBERT :  Libbey  and  Vandewater. 

A.  (Continued)  Vandewater  was  one  and  Charles  E.  Schuyler, 
I  think,  sir. 

BY  MR.  HUGHES : 

Q.  It  is  stated  it  was  acquired  from  1902  to  1904.  What  is  the 
explanation  of  that  ?  A.  At  different  times ;  we  first  acquired 
532  and  534  and  then  we  had  an  opportunity  of  making  an  ex- 
change for  the  corner,  which  would  be  530,  and  we  effected  that ; 
then  we  thought  it  desirable,  we  had  an  opportunity  of  exchang- 
ing for  536  and  538. 

Q.  All  the  properties  were  acquired  through  exchanges  ?  A. 
Yes,  sir. 

Q.  How  was  the  book  value  of  $960,779.65  arrived  at?  A.  I 
shall  have  to  refer  you  to  my  bookkeeper  for  that,  I  think. 
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Q.  Is  that  more  than  the  cost  of  the  properties  which  were  de- 
livered in  exchange  ?   A.  Possibly. 

Q.  Your  real  estate  will  show  that  precisely  ?    A.  Yes,  sir. 

MR.  HUGHES :  You  have  these  data  here,  have  you  now,  so 
we  will  get  at  that  presently  ? 

MR.  GILBERT:  Yes. 

Q.  The  next  property  is  No.  80  to  82  Wooster  street,  acquired 
in  1902,  seven-story  and  basement  brick,  stone  and  steel  build- 
ing, book  value  $70,969.41.  How  was  that  acquired?  A*.  That 
was  acquired  from  Robinson,  the  same  party  that  the  Eighteenth 
street  property  was  acquired  from. 

Q.  On  what  consideration?    A.  The  same  transaction. 

Q.  In  part  payment  of  an  annuity?  A.  I  think  I  am  right 
there,  am  I  not? 

Q.  The  one  is  1901  and  the  other  1902.  A.  The  Eighteenth 
street  was  taken  in  1901  and  the  Wooster  street  in  1902,  accord- 
ing to  this  schedule. 

MR.  GILBERT :  That  came  with  532  and  534  Broadway,  not 
Robinson. 

THE  WITNESS :  I  am  wrong  about  that,  Mr.  Hughes,  i 
believe. 

Q.  Upon  what  basis  was  the  book  value  arrived  at  in  this 
case  of  the  Wooster  street  property — was  that  part  of  the  same 
transaction  ?    A.  No,  not  with  Robinson. 

Q.  I  mean  the  same  transaction  as  the  exchange  in  the  case 
of  the  Broadway  property?    A.  530  and  532,  I  think. 
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Q.  Will  you  have  a  statement  here  showing  the  way  that  is  made 
up?    A.  Yes,  sir. 

Q.  The  next  property  is  511  to  515  West  112th  street,  1903, 
six-story  and  basement  brick  and  stone,  new  law  elevator  apart- 
ment house,  $77,400.  How  was  that  acquired?  A.  That  was 
acquired  in  the  same  manner  or  the  same  way  that  the  Eight- 
eenth street  property  was. 

Q.  This  was  in  1903?    A.  Yes,  but  not  from  the  same  party. 

Q.  You  mean  for  an  annuity?    A.  Yes. 

Q.  With  whom  did  you  deal  ?    A.  Mr.  TuUey. 

Q.  What  Mr.  Tulley  ?    A.  I  cannot  give  you  his  first  name. 

Q.  Michael  Tulley  ?    A.  Michael  Tulley. 

Q.  Is  this  an  equity  ?    A.  That  was  an  equity,  yes,  sir. 

Q.  What  is  the  amount  of  the  encumbrance  ?  A.  That  I  can- 
not tell  you ;  that  will  appear. 

Q.  How  is  the  book  value  arrived  at?    A.  Cost. 

Q.  You  mean  cost  on  the  basis  of  what  ought  to  be  paid  for  an 
annuity?    A.  Yes. 

Q.  Have  you  the  particulars  here  of  these  annuities  ?  A.  I 
presume  so. 

MR.  HUGHES :  I  would  like  to  have  those,  if  you  please. 

Q.  The  next  property  is  933  and  935  Amsterdam  avenue,  and 
160  West  io6th  street,  1903,  six-story  and  basement  brick  and 
stone  apartment  house,  book  value  $94,901.70.  How  was  that 
acquired  ?  A.  That  was  acquired  from  Mr.  Kirk,  if  I  remember, 
in  the  same  way  that  the  Robinson  property  was  acquired. 

Q.  That  was  for  annuities?    A.  Yes,  sir. 

Q.  Do  you  make  a  specialty  of  taking  properties  for  annui- 
ties?   A.  No,  sir;  I  wish  we  could. 

Q.  How  did  it  happen  that  you  got  these?  A.  Well,  that 
was  a  negotiation  that  I  did  not  conduct  myself.   In  fact,  I  had 
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nothing  to  do  with  it.    The  property  was  talked  over  and  pro- 
posed, and  it  was  entirely  satisfactory. 

Q.  Was  that  an  equity  ?    A.  That  was  an  equity ;  yes,  sir. 

Q.  Is  that  carried  at  the  market  value  or  what  it  would  cost  to 
give  the  annuity  on  the  ordinary  insurance  basis  ?  A.  Carried — 
taken  over,  do  you  mean? 

Q.  There  is  a  book  value  of  $94,000.  How  do  you  get  at  that 
figure?  A.  Well,  that  would  be  the  cost  plus  any  additions  or 
permanent  improvements. 

Q.  Well,  the  initial  cost?    A.  Tliat  I  cannot  tell. 

Q.  As  a  consideration  for  the  annuity  which  was  granted  in 
accordance  with  your  tables,  is  that  it?    A.  Yes,  sir. 

Q.  No.  3  East  Seventeenth  street,  acquired  in  1905,  fireproof 
store  and  office  building,  nine  and  one-half  stories,  $123,232. 
How  was  that  acquired  ?    A.  In  exchange  for  other  property. 

Q.  For  what  other  property?  A.  Property  in  113th  street,  I 
think. 

Q.  Which  you  had  obtained  through  foreclosure ?  A.  No,  sir; 
which  we  had  taken  in  exchange  for  some  country  property. 

Q.  How  was  the  original  property  which  you  first  obtained 
acquired,  through  foreclosure  ?    A.  Some  of  it,  yes,  sir. 

Q.  And  the  rest  of  it?  A.  The  rest  of  it  was  purchased.  I 
think  the  company  had  it  when  I  took  control  of  the  company. 

Q.  The  last  item  is  No.  35  Nassau  street  and  54-58  Liberty 
street,  acquired  in  1905,  fireproof  office  building,  fifteen  stories 
and  basement,  southeast  corner  of  Nassau  and  Liberty  streets, 
9,615  square  feet  $1,993,068.30.  How  was  that  acquired?  A. 
That  was  acquired  in  exchange. 

Q.  For  what  property?    A.  Properties  in  the  city. 

MR.  HUGHES :  Have  you  the  report  for  1903  ? 

MR.  GILBERT :    You  have  it  there  in  the  schedule,  I  think. 
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Q.  With  whom  was  that  transaction  ?    A.  I  begf  pardon  ? 

Q.  With  whom  was  this  transaction,  in  relation  to  35  Nassau 
street  and  54  and  58  liberty  street,  carried  through;  who  was 
the  other  party  to  the  deal  ?    A.  The  brokers,  or  owners  ? 

Q.  The  owner.    A.  The  Metropolitan  Life. 

Q.  How  is  this  figure  of  $1,993,068.30  arrived  at?  A.  That  is 
arrived  at  by  the  value  of  the  property  transferred  in  exchange. 

Q.  Through  what  broker  did  you  deal  ?  A.  McClay,  or  Mc- 
Clay  &  Davies,  and  Charles  E.  Smith 

Q.  Frank  E.  Smith,  wasn't  it?    A.  Frank  E.  Smith,  yes,  sir. 

Q.  Did  you  pay  a  commission  to  Frank  E.  Smith?  A.  No, 
sir,  we  did  not. 

Q.  Is  any  officer  of  your  company  interested  in  any  of  these 
properties?    A.  No,  sir. 

Q.  Or  in  any  of  the  properties  in  New  York  in  exchange  for 
which  these  properties  were  acquired?    A.  No. 

Q.  Did  any  officer  of  your  company  receive  any  commissions 
in  connection  with  any  of  these  real  estate  transactions?  A. 
No,  sir. 

Q.  Neither  directly  or  indirectly?    A.  No. 

Q.  When  properties  are  taken  for  annuities,  is  a  commission 
paid  to  the  agent  ?    A .  I  think  not. 

Q.  I  do  not  mean  a  commission  upon  the  purchase  or  acquisi- 
tion of  the  property  as  a  real  estate  transaction A.  On  the 

annuity  ? 

Q.  But  upon  the  annuity  as  an  insurance  transaction?  A. 
Well,  whether  there  was  any  paid  in  those  transactions  or  not  I 
cannot  say.    I  do  not  think  there  was. 

Q.  That  is  a  matter  which  you  can  verify  ?    A.  Yes,  sir. 

Q.  Do  you  mean  that  these  properties  were  taken  for  a  paid- 
up  annuity?    A.  Yes,  sir. 

Q.  In  other  words,  if  A  comes  to  you  and  wants  to  buy  an 
annuity  of  one  thousand  dollars    a  year,  you  will  figure  up  his 
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probable  expectation  of  life,  and  what  he  put  in  your  hands  as 
a  gross  sum  to  enable  you  to  pay  that  annuity?    A.  Yes,  sir. 

Q.  Now,  in  the  cases  you  have  mentioned,  the  owners  of 
these  equities  have  placed  the  equities  in  your  hands  at  a  certain 
valuation  in  consideration  of  your  paying  a  certain  annuity  dur- 
ing their  lives  ?    A.  Yes,  sir. 

BY  THE  CHAIRMAN : 

Q.  Have  there  been  other  instances  where  that  has  been  done 
than  these  two  that  have  been  spoken  of?    A.  No,  sir. 

BY  MR.  HUGHES: 

Q.  You  have  mentioned  three,  have  you  not?  A.  Three,  yes, 
vsir. 

Q.  These  are  the  only  cases  ?    A.  All  that  I  can  recall,  yes,  sir. 

Q.  Can  you,  by  taking  the  report  for  1904,  showing  your  real 
estate  holdings  at  the  end  of  last  December,  identify  the  proper- 
ties which  you  exchanged  in  consideration  for  this  35  Nassau 
street  building?  A.  The  two  first  on  the  list — shall  I  mark 
them? 

Q.  No,  you  had  better  read  them.  Dictate  what  they  are. 
A.  I  can  check  them  ofif  with  a  pencil  in  just  a  minute,  Mr. 
Hughes.  This  is  the  list,  Mr.  Hughes,  those  checked.  (Handing 
paper.) 

Q.  Then  the  properties  given  in  exchange  for  35  Nassau 
street  were  four  lots  and  building  thereon,  on  West  Twenty- 
seventh  street,  near  Broadway,  being  Nos.  49,  51,  53  West 
Twenty-seventh  street,  three  five-story  brick  and  stone  buildings, 
Nos.  203,  205,  207  West  i6oth  street,  and  two  seven-story  and 
basement  brick  and  stone  and  steel  buildings,  Nos.  151  to  169 
inclusive.  West  140th  street?    A.  Yes,  sir. 
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MR.  GILBERT:  There  is  another,  a  lot  on  Twenty-eighth 
street.    I  guess  that  is  included  in  the  others. 

THE  WITNESS :  That  is  in  the  first. 

Q.  There  was  also  included  a  brick  and  stone  building,  No. 
50  West  Twenty-eighth  street  ?    A.  Yes. 

Q.  Now,  the  premises  in  West  Twenty-seventh  street  and  the 
premises  50  West  Twenty-eighth  street  together  showed  a  book 
value  of  $615,555.28?    A.  Yes,  sir. 

Q.  And  the  three  buildings  on  io6th  street  a  book  value  of 
$167,838?     A.  Yes. 

Q.  And  the  two  buildings  on  West  140th  street  $351,472.  Is 
that  right?    A.  Yes. 

Q.  And  you  took  those  together  in  arriving  at  your  book 
value  of  35  Nassau  street?  A.  No,  I  think  we  took  the  market 
value  there,  Mr.  Hughes,  in  the  other  column.  I  think  they 
were  taken  over  at  that  figure. 

Q.  The  market  values  that  you  put  the  West  Twenty-seventh 
street  and  the  West  Twenty-eighth  street  properties  in  your  last 
report  to  the  Insurance  Department  were  $670,000  and  the  io6th 
street  property  $185,000,  and  the  West  140th  street  property 
$365,000?    A.  Yes. 

Q.  Making  a  total  of  $1,120,000?    A.  Yes. 

Q.  And  the  book  value  of  the A.  Wait  one  moment. 

You  will  add  twenty  thousand  dollars  to  the  Twenty-eighth 
street  property.    A  mortgage  which  was  paid  off  prior. 

Q.  That  makes  twenty  thousand  dollars  more?  A.  That 
makes  twenty  thousand  dollars  more. 

Q.  That  would  be  $1,140,000?    A.  Yes,  sir. 

Q.  And  the  35  Nassau  street  property  is  carried  at  a  book 
value  of  $1,193,000?  A.  $1,193,000.  I  think  there  was  some 
cash  paid — twenty-five  thousand  dollars. 

Q.  Can  you  give  me  the  whole  transaction  ? 
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MR.  GILBERT :  There  was  twenty-five  thousand  dollars  paid 
as  commission  of  the  Title  Guarantee  Company  for  examining 
the  title. 

THE  WITNESS :  That  was  quite  an  item. 

Q.  What  was  the  amount  paid  by  way  of  commissions?  A. 
Eighteen  thousand  dollars,  I  think. 

MR.  GILBERT:  One  per  cent,  of  value. 

Q.  To  whom  was  that  paid?    A.  To  Maclay  &  Davies. 

Q.  And  taking  the  cash  payment,  the  cash  payment  was  made 
to  the  Metropolitan?  A.  Yes,  sir.  The  Title  Guarantee  Com- 
pany  

Q.  Taking  the  cash  payment,  the  mortgage  discharged  and 
the  valuation  of  the  premises  exchanged  according  to  your  last 
report  and  expenses  and  commission,  you  figured  up  the  total 
cost  of  the  35  Nassau  street  property  at  $1,193,000?  A.  Yes, 
sir. 

Q.  I  notice  by  your  last  report,  that  is  of  December  31,  1904, 
that  all  of  the  real  estate  carried  by  you  is  carried  at  a  valua- 
tion somewhat  in  excess,  or  is  put  at  a  valuation  somewhat  in 
excess  of  the  book  valuation  ?  A.  That  is  usual  I  think  in  all 
— that  is  the  form  submitted  by  the  departments. 

Q.  Well,  it  is  usual  to  state  book  value?  A.  Yes,  it  is 
usual  to  state  book  value. 

Q.  What  I  wanted  to  get  at  is  whether  this  statement  of  the 
values  of  your  real  estate  as  contrasted  with  the  book  values 
was  the  result  of  an  appraisement?  A.  Yes,  sir,  all  of  our 
properties  are  appraised. 

Q.  Who  appraised  those  properties  to  give  you  these  values? 
A.  I  cannot  tell.     We  have  the  appraisals. 
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Q.  Have  you  a  regular  appraiser?  A.  No,  independent, 
outsider,  sir. 

Q.  Did  you  have  an  appraisement  made  before  this  last  re- 
port was  put  in?  A.  Some  time  before,  yes,  sir.  I  should  be 
very  pleased  to  furnish  you  with  the  appraisals  in  each  case. 

Q.  I  want  to  get  at  the  practice  of  your  company  in  that  re- 
spect. It  is  a  fact  that  you  do  mark  up  the  properties  above 
the  cost  to  you,  do  you  not?    A.  Not  in  all  instances. 

O.  Well,  you  have  done  it  in  all  the  instances  of  property 
owned  by  you  at  the  time  of  the  last  report?  A.  We  mark  up 
the  property  to  correspond  somewhat  to  the  appraised  or  mar- 
ket value. 

Q.  I  want  to  get  at  what  you  had  to  base  that  action  on.  In 
the  form  of  an  appraisement?  A.  In  the  form  of  an  appraise- 
ment, yes,  sir. 

Q.  You  have  regular  appraisals,?    A.  Yes,  sir. 

Q.  Are  those  made  by  the  same  persons  or  different  per- 
sons?    A.  Different  persons. 

Q.  When  were  these  made  to  get  the  values  stated  in  your 
last  report?  A.  Well,  I  should  say  last  year  or  the  year  be- 
fore. 

Q.  They  must  have  been  shortly  before  December  31st,  1904, 

were  they  not,  were  you  not  stating  the  values A.  Well, 

during  that  year  or  the  year  previous.  I  think  all  those  valua- 
tions are  made 

MR.  HUGHES :  Let  me  see  the  report  for  1903,  please. 
(Paper  produced.) 

Q.  Now  for  example,  on  December  31st,  1903,  the  property 
on  West  Twenty-seventh  street,  Nos.  49,  51,  53  and  55  and  No. 
50  West  Twenty-eighth  street,  taken  together,  were  put  at  a 
book  value  of  $531,115.30.  At  the  end  of  1904  they  are  put 
at  book  value  of  $615,555.28?    A.  Yes,  sir. 


5109 


Testimony  of  Edward  W.  Scott 

Q.  An  increase  of  about  $85,000  in  the  cost?  A.  Well,  sir, 
there  was  a  mortgage  paid  off  in  1903  on  that  same  property. 

Q.  Increasing  the  cost  in  that  way?    A.  Yes,  sir. 

Q.  Of  what  amount,  what  was  the  amount  of  the  mortgage? 
A.  I  think  it  was  $100,000. 

Q.  One  hundred  thousand  dollars?    A.  I  think  so. 

Q,  And  you  put  up  your  valuation  according?    A.  Yes,  sir. 

Q.  Well,  the  increase  in  valuation  was  only  about  $85,000. 
A.  Well 

Q.  Had  the  cost  been  reduced  by  income  or  did  you  carry 
the  income  in  your  income  account?  A.  That  I  do  not  know. 
I  remember  it  was  that  year  that  the  mortgage  was  paid  off 
on  that  property. 

Q.  Was  the  mortgage  paid  off  on  properties  on  West  140th 
street?    A.  No,  sir,  I  think  not. 

Q.  The  book  value  of  that  property  Nos.  151  to  169  inclu- 
sive, West  140th  street,  is  stated  in  your  report  at  the  close  of 
1903  at  $321,550.94,  and  on  December  31st,  1904,  at  $351,- 
472.34,  an  increase  in  book  value  of  about  $30,000.  What  was 
the  occasion  for  that?  A.  Well,  I  presume  that  that  was  ow- 
ing to  improvements. 

(^.  Were  you  improving  the  property?  A.  I  knew  there 
was  new  machinery  put  in  that  property. 

Q.  What  machinery?    A.  Some  engines. 

Q.  Well,  did  you  improve  it  to  the  extent  of  $30,000?  A. 
Well,  that  I  don't  know.  I  know  that  the  improvements  amounted 
to  quite  considerable. 

Q.  The  market  value  of  that  property  is  stated  in  your  re- 
port at  the  end  of  1903  at  $330,000,  and  at  the  end  of  1904  at 
$365,000.  Did  you  have  that  appraised  in  1904?  A.  I  think 
so. 

Q.  You  did?    A.  I  think  so. 

Q.  By  whom?    A.  I  don't  remember. 


Siio 


Testimony  of  Eckvard  ]]\  Scott 

MR.  HUGHES;  Is  that  accurate? 
MR.  GILBERT:  I  do  not  remember. 

Q.I  find  by  reference  to  the  report  of  1902  that  the  book 
value  of  the  premises  on  West  Twenty-seventh  street  and  No. 
50  West  Twenty-eighth  street  is  put  at  $430,750,  and  at  the  end 
cif  1903  that  is  increased  to  $531,000,  or  by  $100,000.  What  was 
the  occasion  of  that?  A.  Well,  perhaps  that  accounts  for  the 
payment  of  the  $100,060. 

Q.  The  $100,000  of  mortgage.  If  that  is  so,  what  accounts 
for  the  increase  of  $85,000  from  December,  1903  to  1904?  A. 
It  must  have  been  marked  up. 

Q.  The  book  value  marked  up?     A.  Yes. 

Q.  How  could  you  mark  up  the  book  value  without  actually 
expending  money?  I  am  not  speaking  of  market  value,  but 
book  value.  That  represents  cost,  does  it  not?  A.  Yes,  sir, 
it  might  have  been  an  enhancement. 

Q.  No,  not  an  enhancement — well  that  is  a  point  I  would 
like  to  get  at.  Do  you  mark  up  the  book  value  to  represent  en- 
hancement?   A.  Well,  possibh'^  that  was  done. 

Q.  Do  you  know  whether  it  was  done  or  not?  A.  No,  I  do 
not. 

MR.  HUGHES:  Let  me  have  the  report  for  1901. 
(Paper  produced.) 

Q.  Now,  I  will  read  upon  the  record  the  valuations  of  the 
property  consisting  of  eleven  story  fireproof  brick,  stone  and 
steel  building  with  four  lots  on  West  Twenty-seventh  street, 
near  Broadway 

THE  WITNESS:  Does  that  include  the  Twenty-eighth 
street  property? 
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MR.  HUGHES :  I  am  looking  for  that  now. 

THE  WITNESS :  I  think  that  $85,000  is  accounted  for  by 
the  acquisition  of  the  property  bought  in  the  year. 

Q.  Apparently  the  property  in  Twenty-eighth  street  is  not 
included  in  your  report  of  1901.  Do  you  remember  when  that 
was  acquired?    A.  No,  I  do  not. 

Q.  Well,  we  will  start  with  1902,  and  I  will  read  upon  the 
record  of  eleven-story  fireproof  brick,  stone  and  steel  building 
100  feet  by  98  feet  9  inches,  comprising  four  lots  on  West 
Twenty-seventh  street  and  the  basement  brick  and  stone  build- 
ing No.  50  West  Twenty-eighth  street  on  lot  25  feet  by  98  feet 
9  inches,  report  of  December  31st,  1902,  less  mortgage  not  ma- 
tured, book  value  $430,750.92.  Valuation  of  premises  $505,- 
000.  Rentals,  $36,966.87.  Expenses,  including  three-year  fire 
insurance  premiums,  $10,649.71.  The  same  property  is  stated 
in  the  report  of  December  31st,  1903,  to  be  less  mortgage  not 
matured,  book  value  $531,115.30,  valuation  of  premises  $605,- 
000.  The  same  property  stated  to  be  less  mortgage  not  ma- 
tured in  report  of  December  31st,  1904,  book  value  $615,555.28, 
valuation  of  property  $670,000.  Now,  was  there  a  mortgage 
paid  off  during  the  period  of  these  valuations?    A.  Yes,  sir. 

Q.  Then  were  there  two  mortgages  upon  the  premises?  A. 
There  were  two,  yes,  sir. 

Q.  What  were  the  two?  A.  The  amount  paid  on  the 
Twenty-seventh  street  property  was  $100,000,  and  the  amount 
on  the  Twenty-eighth  street  property  was  $20,000. 

Q.  What  was  the  mortgage  not  matured  which  is  mentioned 
in  your  last  report?  A.  Well,  that  was  the  $100,000  on  account 
of  the  Twenty-seventh  street  property.  The  Twenty-seventh 
street  property  was  a  payment  then  due  which  had  been — the 
property  had  been  taken  subject  to  that  mortgage. 
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Q.  Then  the  $ioo,ocx3  had  not  been  paid  prior  to  December 
31st,  1904.  I  understood  you  to  say  it  had  been  paid?  A.  It 
had  been  paid,  yes,  sir. 

Q.  So  that  this  valuation  was  not  less  than  mortgage?  A. 
No. 

Q.  But  there  was  a  mortgage  of  $20,000  which  was  not  paid 
until  the  exchange  for  35  Nassau  street  in  this  year?  A.  Pre- 
cisely. 

Q.  And  which  existed  at  the  time  of  the  last  report?  A. 
Yes,  sir. 

Q.  What  else  is  there  to  account  for  the  variations  in  the 
book  value  ?  A.  Well,  the  enhancement,  whatever  it  is  there. 
There  were,  I  may  say,  some  permanent  improvements  on  that 
Twenty-seventh  street  property.  What  they  amounted  to  I  can- 
not tell  you. 

Q.  Then  the  result  would  be  that  the  book  value  increased 
by  $100,000  from  1902  to  1903  through  the  payment  of  this 
mortgage?     A.  I  should  say  that  was  it,  yes,  sir. 

Q.  But  what  increased  the  book  value  from  $531,000  at  the 
end  of  1903,  to  $615,000  at  the  end  of  1904  you  do  not  know? 
A.  No,  I  do  not  know. 

Q.  Did  you  have  an  appraisal  which  gave  the  value  of  that 
property  or  the  premises  at  the  end  of  1903  at  $605,000?  A.  I 
think  so,  yes,  sir. 

Q.  Did  you  have  an  appraisal  which  gave  the  value  of  prop- 
erty at  the  end  of  1904  at  $670,000?  A.  I  will  say  this,  Mr. 
Hughes,  that  there  is  no  property  in  these  reports  from  first  to 
last  but  what  have  been  properly  appraised  by  competent  ap- 
praisers and  by  the  Insurance  Department  of  the  State  of  New 
York. 

Q.  Well,  I  wanted  to  get  at  just  what  the  appraisal  was? 
A.  Well,  I  will  be  glad  to  furnish  those. 

Q.  Very  good.     As  a  matter  of  fact,  your  gains  have  largely 
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consisted  of  your  gains  on  properties,  your  gains  in  surplus 
during  the  year?    A.  To  some  extent. 

Q.  That  is  a  matter  we  shall  examine  into  a  little  later.  I 
would  like  to  have  the  appraisals  which  show  how  you  put  up 
the  property. 

MR.  GILBERT:  I  have  sent  for  them. 

Q.  Now,  did  you  have  an  appraisal  of  35  Nassau  street  at 
the  time  we  took  it  over?    A.  We  had,  yes,  sir. 

Q.  You  are  aware  that  the  Metropolitan  Insurance  Company 
thought  they  were  making  a  very  good  bargain  in  getting  rid 
of  it?     A.  I  heard  them  state  to  you  oh  the  stand,  yes,  sir. 

Q.  And  you  thought  you  were  getting  an  equally  good  bar- 
gain in  getting  it?     A.  Yes,  sir. 

Q.  Have  you  any  loans  from  your  company  on  mortgage? 
A.  Yes,  sir. 

Q.  On  what  property?  A.  I  cannot  specify  them  from 
memory. 

Q.  Well,  what  property  in  the  cit}'-  have  you  loans  from  your 
company  upon?     A.  I  can  point  them  out  to  you. 

Q.  Take  the  report  of  1904  (handing  paper.)  (Witness 
marks  on  paper  handed  him). 

Q.  You  have  marked  upon  this  schedule  B  of  the  report  of 
December  31st,  T904,  the  following  properties  which  I  under- 
stand are  properties  owned  by  you  upon  which  the  company 
has  made  the  loans  stated?    A.  Yes,  sir,  those  are  the  checks. 

MR.  HUGHES:  1887,  due  1890,  New  York,  $7,000,  value  of 
lands  mortgaged,  $5,500;  value  of  buildings,  $13,500;  amount  of 
insurance  held  by  the  company  on  the  buildings,  $10,000;  prop- 
erty, house  and  lot  128  East  129th  street.  New  York,  N.  Y. 
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1892,  due  1897,  New  York,  $14,000,  value  of  land  mortgaged, 
$14,000;  value  of  buildings,  $12,000;  amount  of  insurance  held 
by  the  company  on  the  buildings,  $14,000;  house  and  lot  105 
East  Sixtieth  street.  New  York,  N.  Y. 

1899,  New  York,  loan,  $25,000;  value  of  land  mortgage,  $20,- 
000;  value  of  buildings,  $30,000;  amount  of  insurance  held  by 
the  company  on  the  building,  $12,500;  house  and  lot  519  Madi- 
son avenue.  New  York. 

1898,  loans,  $50,000;  value  of  lands  mortgaged,  $40,000;  value 
of  building,  $35,000;  amount  of  insurance  held  by  the  com- 
pany on  the  building,  $25,000;  house  and  lot  137  West  Seventy- 
second  street.  New  York,  N.  Y. 

1899,  loan,  $20,000;  value  of  land  mortgage,  $16,000;  value  of 
buildings,  $15,500;  insurance 

MR.  GILBERT:  I  do  not  think  he  understood  your  ques- 
tion.    Those  are  not  houses  owned  by  him. 

MR.  HUGHES :  That  is  what  I  asked  him. 

MR.  GILBERT:  He  wants  to  know  what  houses  are  owned 
by  you  on  which  the  company  holds  a  mortgage. 

Q.  What  did  you  think  you  were  giving  me?  A.  I  thought 
you  wanted  the  New  York  properties. 

Q.  No,  have  that  clear  upon  the  record.  You  have  been 
giving  me  the  New  York  properties  on  which  the  company  has 
made  loans.  I  wanted  the  properties  owned  by  you  indi- 
vidually on  which  the  company  made  loans.  A.  The  company 
has  made  no  loans  to  me  in  any  shape,  form  or  manner  from 
the  time  that  I  took  the  presidency  of  it  to  date,  not  one  cent. 

Q.  Has  the  company  no  loans  upon  property  which  you  now 
own?     A.  Yes,  assigned,  which  I  took  subject  to. 
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Q.  Which  you  took  subject  to  the  mortgage?    A.  Yes. 

Q.  And  that  property  is  the  one  checked  here?    A.  Yes,  sir. 

Q.  To  wit :  1898,  loan  of  $60,000,  value  of  lands  mortgaged 
$65,000;  value  of  building,  $60,000;  amount  of  insurance  held 
by  the  company  on  the  building,  $30,000;  house  and  lot  105 
Riverside  Drive,  New  York.  Are  you  interested  in  No.  146 
Riverside  Drive?     A.  No,  sir,  I  am  not. 

MR.  GILBERT:  I  think  Mr.  Scott  is  again  confining  his 
answer  to  New  York. 

Q.  Are  there  any  other  properties  owned  by  you  on  which 
the  company  holds  loans  ?  A.  The  question  was  in  New  York, 
as  I  understood  it. 

Q.  Well,  that  was  your  answer,  anyway,  whatever  the  ques- 
tion calls  for?    A.  That  is  all. 

Q.  Now,  with  reference  to  out  of  town  property  owned  by 
you  on  which  the  company  has  a  loan,  you  have  1900  loan  $14,- 
500;  value  of  land,  $25,000;  value  of  building,  $40,000;  insur- 
ance, $12,000;  house  and  grounds  at  Allenhurst,  New  Jersey. 
Is  there  any  other  officer  of  the  company  who  owns  property 
on  which  the  company  has  a  loan?     A.  No,  sir. 

Q.  You  say  that  these  loans  were  upon  the  property  prior  to 
your  purchase?    A.  Yes,  sir. 

Q.  How  long  prior?    A.  Some  years. 

Q.  Have  you  a  statement  showing  the  amount  of  business 
written  b}^  your  company  since  1897  and  the  net  increases,  rate 
of  lapses  and  so  forth,  that  I  asked  for  the  other  day?  A.  I 
think  I  have.  This  is  for  ten  years,  Mr.  Hughes.  I  think  it 
was  five  years  the  statement  you  asked  for. 

Q.  Well,  it  is  very  convenient  to  have  it  in  this  form.  The 
statement  you  now  hand  me  is  the  sums  insured,  issued  and 
terminating  from  1895  to  1904  inclusive?     A.  Yes,  sir. 
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MR.  HUGHES:  I  offer  that  in  evidence.  1 

(Paper  marked  Exhibit  702.)  ' 

(Exhibit  702  will  be  found  in  the  book  of  Exhibits.) 

Q.  It  is  suggested  to  me  that  you  have  fallen  into  an  error 
with  regard  to  the  mortgages  held  by  the  company  upon  prop- 
erties owned  by  Mr.  Hubbard  upon  .which  the  company  has  a 
mortgage  made  in  1893  and  1894?  A.  Well,  possibly.  I  was 
under  the  impression  when  I  answered  you  that  that  had  been 
paid,  but  possibly  it  has  not. 

Q.  I  would  like  to  ask  you  whether  the  mortgages  upon  the 
— well,  take  the  Riverside  Drive  property,  owned  by  you, 
whether  the  mortgage  upon  that  property  was  overdue  at  the 
time  you  bought  the  property?     A.  No,  sir. 

Q.  Did  you  take  the  property  at  the  time  when  the  company 
was  about  to  begin  foreclosure  proceedings  or  anything  of  that 
sort?    A.  No,  sir. 

Q.  It  was  a  purchase- — —  A.  1  took  it  subject  to  the  mort- 
gage. 

Q.  Subject  to  the  mortgage?     A.  Yes,  sir. 

Q.  The  loan  is  stated  here  to  be  1898.  When  did  you  ac- 
quire the  property  ?     A.  I  think  it  was  made  that  year. 

Q.  Then  the  mortgage  was  not  made  some  years  before  you 
got  the  property?  A.  It  was  never  made  by  me  upon  the 
property. 

Q.  Then  the  Provident  Savings  acquired  the  mortgage?  A. 
Acquired  the  mortgage,  yes,  sir. 

Q.  When  did  the  Provident  Savings  acquire  the  mortgage, 
in  1898,  or  was  that  originally?    A.  Subsequently. 

Q.  When  did  the  Provident  Savings  take  the  mortgage?  A. 
I  cannot  tell  you. 
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Q.  After  you  had  bought  the  property?  A.  After  I  had 
bought  the  property,  yes,  sir. 

Q.  What  did  the  Provident  Savings  pay  for  the  mortgage, 
the  full  amount?    A.  The  full  amount. 

Q.  What  rate  of  interest  does  the  mortgage  carry  ?  A.  Four 
and  one-half  per  cent. 

Q.  Is  that  the  same  rate  at  which  it  was  before  the  Provident 
Savings  took  it?    A.  I  think  so. 

Q.  The  rate  had  not  been  reduced?    A.  I  think  not. 

Q.  And  when  did  the  Provident  Savings  take  it  over?  A. 
It  took  it  over  at  maturity  or  shortly  afterward. 

Q.  When  the  loan  became  due?    A.  Yes,  sir. 

Q.  So  that  in  effect,  instead  of  renewing  the  mortgage  with 
the  mortgage,  you  had  an  assignment  made  of  it  to  the  Provi- 
dent Savings?    A.  Yes,  sir. 

Q.  And  it  operated  in  effect  as  a  loan  by  the  Provident  Sav- 
ings upon  the  property?  A.  Substantially  the  same  so  far  as 
the  question  of  security  was  concerned. 

Q.  Were  you  on  the  bond?  A.  No,  sir,  I  never  made  the 
mortgage. 

Q.  And  the  same  is  true  of  the  AUenhurst  property?  A. 
Yes,  sir,  precisely. 

Q.  Who  was  the  mortgagee  originally?   A.  The  mortgagee? 

Q.  Yes.     A.  I  do  not  remember. 

Q.  When  did  you  acquire  the  property?  A.  I  think  I  ac- 
quired it  in  1900,  I  think  so. 

Q.  And  the  mortgage  was  made  in  that  year,  and  when  did 
the  Provident  Savings  take  it  over?  A.  It  was  made  in  that 
year. 

Q.  The  mortgage  was?  A.  Then  it  was  subsequently  that 
I  acquired  it. 
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Q.  But  the  mortgage  became  due  in  1903.  When  did  the 
Provident  Savings  take  it  over?  A.  About  the  time  of  ma- 
turity or  at  maturity. 

Q.  Now,  referring  to  Exhibit  702,  statement  of  sums  as- 
sured, issued  and  terminated  1895  to  1904,  the  first  column 
shows  the  year  and  the  next  column  the  amount  of  the  policies 
issued  in  that  year?    A.  Yes,  sir. 

Q.  And  the  next  column  the  amount  of  policies  revived  in 
that  year?     A.  Yes. 

Q.  And  the  next  column  under  the  head  of  increase  shows 
what  the  net  increase  as  compared  with  the  year  before?  A. 
Well,  really  I  do  not  quite  understand  that  column. 

Q.  That,  I  think,  must  mean  the  amount  of  increased  insur- 
ance. 

MR.  GILBERT :  That  is  what  it  means. 

MR.  HUGHES :  Then  you  have  in  the  next  column  the  total 
amount  of  new  business  of  the  year,  including  new  issues,  re- 
vivals and  increases  of  insurance. 

MR.  GILBERT:  Yes. 

MR.  HIjGHES:  Then  you  have  a  statement  of  transfers, 
change  of  kind  of  insurance,  which  do  not  affect  the  totals  for 
the  year. 

MR.  GILBERT:  Either  way,  they  are  the  same. 

Q.  Then  you  have  the  amount  expired  and  lapsed  during 
the  year  and  the  amount  not  taken?    A.  Yes. 

Q.  And  the  deaths,  surrenders,  reductions,  and  extras?  A. 
Yes. 
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Q.  Showing  the  total'  of  terminations?    A.  Yes. 

Q.  Now,  it  appears  from  this  that  in  the  year  1904  the  total 
amount  of  new  business  including  new  issues,  revivals  and  in- 
creases amounted  to  $28,114,662;  that  the  lapses  of  that  year 
amounted  to  $22,820,660;  and  that  there  were  not  taken  $6,- 
085,883?     A.  Yes — what  year  are  you  reading? 

Q.  1904.    A.  Yes,  sir. 

Q.  So  that  the  first  total  given  of  new  business  includes  poli- 
cies not  taken?    A.  Yes,  sir. 

Q.  That  is  business  written,  but  not  taken?    A.  Yes,  sir. 

Q.  And  if  we  deduct  from  the  total  of  new  business  the 
amount  of  business  not  taken,  we  have  about  $22,000,000  of 
business  that  was  put  in  force?    A.  Yes,  sir. 

Q.  And  there  expired  and  lapsed  in  the  same  year  $22,- 
820,000?  A.  I  would  state  that  the  expirees  were'  about  five 
million  dollars  and  over. 

Q.  What  is  the  difiference  between  expirees  and  lapses?  A. 
Policies  matured. 

Q.  You  have  a  separate  column  for  matured?  What  does  that 
mean,  you  mean  policies  completing  the  term?  A.  Completing 
the  term. 

Q.  Where  it  is  a  case  of  term  insurance?     A.  Yes,  sir. 

Q.  So  that  they  simply  come  to  the  end  of  the  insurance  period  ? 
A.  Yes,  sir. 

Q.  And  not  come  to  the  end  in  the  sense  that  a  payment  is 
required?    A.  No. 

Q.  You  say  the  amount  of  expirees  on  such  term  is  about 
five  million  dollars?    A.  Yes,  sir. 

Q.  So  that  the  amount  of  lapses  are  about  seventeen  million 
dollars?     A.  Yes,  sir. 

Q.  And  then  after  including  the  deaths,  that  is,  those  terminat- 
ed by  death;  about  $1,462,000,  and  the  surrenders  of  $906,000  and 
reductions  of  $780,000  and  the  extras  of  $7,000,  you  have  a  total 
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terminations  for  the  year  of  $32,000,000^.  so  that  your  net  insur- 
ance was  about  four  million  dollars  less  at  the  end  of  the  year  than 
it  had  been  at  the  beginning?    A.  Yes,  sir. 

Q.  But  this  table  shows  that  the  lapses  in  the  year,  normal 
lapses  apart  from  mere  expiration  of  insurance,  was  about  seven- 
teen millions?    A.  Yes,  about  seventeen  millions. 

Q.  Have  you  a  table  which  will  show  what  amounts  of  the  busi- 
ness stated  to  have  expired  and  lapsed  in  the  earlier  years  was  busi- 
ness expiring,  as  distinguished  from  lapsing  ?  A.  No,  I  have  not, 
Mr.  Hughes. 

Q.  Would  the  percentage  indicated  by  the  expirations  in  1904 
hold  good  for  the  rest  of  the  period,  approximately,  a  little  less 
than  one  quarter  of  the  total?  A.  I  have  it  here  for  five  years, 
Mr.  Hughes,  perhaps  that  will  be  of  interest  to  you.  That  will 
cover  the  period  you  speak  of. 

MR.  HUGHES :  I  will  offer  this  statement  in  evidence. 

(Paper  marked  Exhibit  703.) 

Mr.  Hughes  read  Exhibit  No.  703. 

Q.  Was  there  a  heavy  mortality  in  1904?  A.  Yes,  sir,  heavier 
than  it  was  in  1903.  I  think  the  general  mortality  was  heavier 
with  all  companies ;  that  is  the  experience  of  our  companies. 

Q.  You  have  handed  me  a  statement,  as  follows,  which  I  will 
read  upon  the  record :  "The  heavy  mortality  during  1904  seems 
to  have  been  entirely  accidental.  It  is  the  heaviest  we  have  had 
for  five  years,  and  was  largely  of  the  old  yearly  renewable  term 
business.  During  the  present  year  the  claims  have  been  about 
$130,000  less  than  they  were  last  year  to  the  same  date.  This  is 
about  ten  per  cent,  reduction."  Those  are  the  facts,  as  you  under- 
stand them?     A.  Those  are  the  facts. 
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Q.  You  have  also  handed  me  a  statement  of  premiums  and  pay- 
ments to  policyholders  during  the  last  ten  years  ?    A.  Yes,  sir. 

Q.  With  a  statement  of  the  extent  to  which  your  assets  have 
increased  in  the  same  time?    A.  Yes,  sir. 

MR.  HUGHES:  That  I  will  offer  in  evidence. 

Statement  marked  Exhibit  704  and  read  in  evidence  by  Mr, 
Hughes. 

Q.  Before  we  go  further  with  that  line  of  inquiry,  I  have  here 
now  certain  correspondence  between  you  and  the  vice-president 
of  the  Equitable,  with  regard  to  your  account.  I  would  like  to 
ask  you  if  you  received  a  letter,  of  which  this  is  a  copy,  and  wheth- 
er this  is  your  reply. 

(Handing  letter  to  witness.) 

A.  I  have  read  that. 

Q.  Is  that  your  correspondence?  A.  That  is  the  correspond- 
ence. I  submit,  Mr.  Hughes,  that  I  repeat  my  former  testimony, 
and  that  this  is  an  entirely  personal  matter,  foreign  to  the  inquiry 
of  this  committee.  It  is  an  attack  upon  my  personal  character, 
lugged  in  here,  at  this  time,  for  the  purpose  of  revenge.  I  have 
been  pursued  by  enemies  for  the  last  five  or  six  years,  and  nothing 
has  been  left  undone  to  injure  me  and  the  business  of  my  com- 
pany, notwithstanding  which  it  has  gone  ahead.  In  the  Fall  of 
1900  the  records  of  our  company  were  taken  out  by  a  man  who 
engaged  with  the  Equitable  Society,  evidence  of  which  I  have, 
for  the  purpose  of  preying  upon  the  business  of  my  company. 
He  was  arrested,  the  plunder  was  found  in  his  room;  he  was 
indicted,  and  upon  a  personal  plea  to  me,  on  behalf  of  his  mother, 
he  was  not  prosecuted.  Following  upon  the  heels  of  that  was  a 
traitorous  bookkeeper,  who  was  discharged  for  gambling,  and 
whose  confession  I  have  in  writing,  who  falsified  our  books.     He 


5122 


Testimony  of  Edward  W.  Scott 

was  in  league  with  this  other  party,  who  stole  our  records,  all 
of  which  is  susceptible  of  proof. 

It  is  through  these  channels  that  this  matter  has  been  dug  up, 
and  I  am  ready  to  give  proof  of  that.  This  man  went  to  the 
Equitable,  who  made  an  arrangement  with  him,  to  which  he 
was  to  carry  his  plunder  to  prey  upon  the  business  of  my  com- 
pany; and,  I  submit,  Mr.  Chairman,  that  that  is  a  matter  for 
which  I  stand  responsible,  for  which  I  am  responsible,  morally 
and  pecuniarily,  and  should  not  be  brought  here  to  my  injury,  to 
the  injury  of  my  family,  and  to  the  injury  of  thousands  of  policy- 
holders insured  in  my  company. 

I  submit,  Mr.  Chairman,  that  this, is  a  matter  entirely  foreign 
to  the  matter  of  this  inquiry,  and  I  beg  you  to  rule  to  that  effect. 

THE  CHAIRMAN :  Without  knowing  what  it  is,  Mr.  Scott, 
the  committee  cannot  pass  upon  it. 

Q.  Mr.  Scott,  be  quiet  a  moment.  The  point  is  as  to  whether 
you  owe  the  Equitable  some  money?  A.  I  have  testified  that 
I  do  not,  and  I  am  perfectly  willing  to  meet  the  Equitable  in 
open  court. 

Q.  Now,  what  I  want  to  get  at  is  whether  you  have  not  been 

A.  May  I  say  a  word  there? 

Q.  Certainly,  say  anything  you  please.  A.  I  have  been  quite 
responsible  for  anything  I  may  have  owed  the  company.  Why 
has  not  a  claim  been  made  upon  me  during  the  past  five  or  six, 
or  seven,  or  eight,  or  nine  years ;  why  has  not  a  claim  been  brought 
against  me  if  I  owe  the  Equitable  Society  money. 

MR.  HUGHES :  I  offer  the  correspondence  in  evidence. 

Correspondence  marked  Exhibits  705,  705A  and  706. 

THE  WITNESS :  There  is  no  admission. 
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THE  CHAIRMAN :  Have  you  read  the  correspondence  ? 
MR.  HUGHES:  Yes,  I  will  submit  it  to  the  Coinmittee. 

THE  CHAIRMAN:  The  committee  has  no  desire,  of  course, 
Mr.  Scott,  to  do  anything  more  than  it  is  its  duty  to  do. 

Q.  Now,  my  reason  for  referring  to  this,  Mr.  Scott,  is  because 
of  your  testimony  as  to  your  relations  with  the  Equitable  Life, 
and  what  I  want  to  know  is  whether,  looking  at  this  correspond- 
ence and  the  statements  therein  contained,  you  do  not  recall  the 
fact  that  there  was  an  account  with  a  balance,  of  which  payment 
was  demanded?    A.  Which  was  refused. 

Q.  My  first  question  is  whether  there  was  such  an  account? 
A.  According  to  that  statement,  yes,  sir. 

Q.  Now,  in  your  letter  you  do  not  refuse  or  deny  the  correctness 
of  the  account,  do  you  ?    A.  Not  directly,  no. 

Q.  Did  you  otherwise  than  in  this  letter?    A.  Yes,  verbally. 

Q.  You  did,  to  whom?    A.  To  Mr.  Alexander. 

Q.  And  to  anyone  else  ?  A.  I  do  not  recall.  I  think  the  matter 
was  entirely  between  him  and  myself. 

Q.  And,  as  a  matter  of  fact,  the  account  has  never  been  ad- 
justed?   A.  Never  has  been  adjusted,  the  matter  in  dispute. 

Q.  Now,  did  you  see  him  after  this  letter  of  the  13th?  A. 
1897,  yes,  sir. 

Q.  And  did  you  then  receive  the  correspondence,  the  letter 
which  I  now  show  you?    A.  There  is  no  admission  there. 

Q.  No,  but  that  is  the  correspondence?  A.  Yes,  that  is  the 
correspondence. 

Papers  marked  Exhibits  Nos.  707  and  708,  respectively. 

Q.  'Now,  we  have  no  desire  to  give  currency  to  any  statement 
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to  prejudice  you  made  by  any  person  who  may  be  inimical  to 
you,  but  you  have  testified  here  that  you  are  not  indebted  to  the 
Equitable  Life,  and  that  your  account  with  them  was  settled,  as 
I  understood  your  testimony.  A.  That  account — you  refer  to  the 
Australian  account 

Q.  There  were  two  accounts.  A.  That  account  has  always 
been  open. 

Q.  To  what  account  do  you  refer  as  always  open?  A.  This 
one  that  has  been  in  dispute. 

Q.  This  one  called  the  "Old  City  Account"?  A.  Whatever 
it  is. 

Q.  The  Old  City  or  Current  City  Account?  A.  Whatever 
it  is. 

Q.  TTien  what  you  meant  in  your  testimony,  and  a  while  ago, 
by  the  account  that  ,had  been  settled  was  the  Australian  ac- 
count?   A.  Yes, 

Q.  And  was  settled  by  a  transfer  of  your  renewal  interest? 
A.  Yes. 

Q.  To  the  company?    A.  Yes,  sir. 

Q.  And  did  those  renewal  interests  equal  the  amount  of  your 
debit  balance?  A.  Entirely  so,  and  the  company  paid  me  money 
on  my  return  home. 

Q.  So  that  the  renewal  commissions  to  which  you  were  en- 
titled were  sufficient  to  liquidate  that  account?    A.  Yes,  sir. 

Q.  And  was  that  agreed  upon  as  liquidation  ?    A.  I  think  so. 

Q.  With  whom?  A.  With  the  representative  of  the  company 
at  that  time. 

Q.  Mr.  Henry  B.  Hyde?  A.  Well,  whether  he  transacted  it 
or  not,  I  cannot  say. 

Q.  Now,  then,  there  was  this  other  account  which  you  say 
has  not  been  settled  that  has  been  a  matter  of  dispute?  A.  That 
has  been  a  matter  of  dispute. 
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Q.  Now,  the  statement  is  made  here  by  Mr.  Alexander  in 
one  of  these  letters,  that  the  statements  of  account  that  had 
been  handed  you  had  been  accepted  as  correct?     A.  By  me? 

Q.  Yes.    A.  I  have  no  recollection. 

Q.  You  don't  recall  that?  Now,  since  the  time  of  this  corre- 
spondence has  any  demand  been  made  upon  you  for  this  ?  A. 
Since  that  correspondence — no,  sir. 

Q.  Has  any  suit  been  brought  against  you?    A.  No,  sir. 

Q.  Has  the  matter  been  brought  to  your  attention  in  any 
way?    A.  No,  sir. 

Q.  Did  you  refuse  to  pay  this  account?    A.  I  did,  sir. 

Q.  Did  you  refuse  upon  the  ground  that  you  were  not  under 
any  legal  obligation  to  pay  it?     A.  Entirely  so. 

Q.  And  the  matter  was  dropped?  A.  I  have  heard  noth- 
ing from  it  since. 

Q.  You  did  receive  statements  of  account  according  to  the 
letter?    A.  I  did,  yes,  and  seven  years,  eight  years  has  elapsed. 

Q.  And  you  asked  for  a  conference?    A.  Not  one  word 

Q.  You  asked  for  a  conference?    A.  I  did,  I  think  so,  yes. 

Q.  And  did  you  have  it?    A.  That  I  cannot  recall. 

Q.  So  that  that  matter  stands  just  as  it  was  left  by  those 
letters?   A.  Just  as  it  was  left  by  those  letters. 

Q.  Now,  you  stated  a  few  minutes  ago  that  you  desire  to 
make  an  explanation— or  a  little  while  back  you  said  you  may 
have  something  to  say  in  connection  with  this — was  it  some- 
thing in  explanation  of  this  matter?    A.  No,  sir,  nothing  at  all. 

Q.  Have  you  said  all  you  wish  to  say  in  explanation  of  it? 
A.  Of  this? 

Q.  Yes.     A.  At  this  time,  yes,  sir. 

Q.  We  do  not  wish  to  come  back  to  it.  A.  Nothing  further. 
I  think  I  have  covered  the  ground. 

Q.  You  have  covered  the  whole  ground?    A.  I  think  so. 
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Q.  Now,  from  the  report  of  1901,  we  find  the  following: 

Gross  divisible  surplus $451,837.42 

1902. 

Unassigned  fund  surplus 608,276.56 

1903. 

Unassigned  fund  surplus 633,085.53 

1904. 
Unassigned  fund  to  provide  for  all  other 

contingencies   651,767.11 

Now,  those  items  are  the  items  of  surplus  in  each  year?  A. 
Yes,  sir. 

Q.  Then  in  each  case  we  have  the  amount  of  surplus  after 
deducting  the  amount  of  capital  stock?    A.  If  it  is  the  net. 

Q.  Now,  have  you  got  your  gain  and  loss  exhibits  for  those 
years  which  will  enable  us  to  see  through  what  the  gains  have 
been  derived?     A.  I  think  that  is  it.     (producing  papers). 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  709). 

Q.  This  is  really  in  the  form  of  an  answer  to  a  question  and 
you  had  better  give  it  as  an  answer  to  my  question :  calling  for 
the  insurance  history  of  your  company  for  the  last  ten  years. 
Just  start  in  and  read  it.  A.  You  asked  me  for  a  statement  of 
the  gains  and  losses  in  the  Provident  Savings  for  a  period  of 
ten  years.  It  has  been  impossible  to  prepare  a  new  statement 
of  the  kind,  but  the  following  contains  the  figures  as  published 
in  the  gain  and  loss  statements  from  year  to  year,  that  is  as 
returned  to  the  department.  In  regard  to  this  I  would  direct 
special  attention  to  the  years,  1897,  1898  and  1899.  Our  pres- 
ent Actuary  states  that  he  cannot  in  any  way  reconcile  the 
figures  for  those  years  with  the  mortality  records  of  the  society. 
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MR.  HUGHES:  Then  follow  the  table  of  net  profits  as  per 
published  gain  and  loss  exhibit  figures.  You  say  as  per  pub- 
lished gain  and  loss  exhibit  figures — ^where  are  those  published? 

THE  WITNESS:  They  are  published  in  the  Wisconsin  re- 
ports and  in   Connecticut. 

MR.  HUGHES:  In  Connecticut  and  Wisconsin.  I  will  read 
this  in  evidence  as  Exhibit  709. 

Q.  Now  in  your  first  column  you  say  surplus  interest,  etc. 
What  is  covered  by  etc. — profits  on  sales  as  securities  and 
profits  on  sales  of  real  estate?    A.  Yes. 

Q.  Did  the  gains  that  come  in  by  marking  up  the  values  of 
real  estate  entries  in  that  column- — I  mean  the  book  values, 

I  do  not  mean  market  values — I  mean A.  Possibly,  to 

some  extent. 

Q.  And  in  this  statement  of  surplus  interest,  etc.,  have  you 
included  all  profits  on  sales  of  real  estate?    A.  Yes,  sir. 

Q.  And  on  sales  of  securities  ?    A.  Yes,  sir. 

Q.  Have  you  taken  a  profit  on  the  enhancement  of  values  of 
real  estate?  A.  I  cannot  say  as  to  those  years,  Mr.  Hughes, 
but  I  have  a  statement  here. 

Q.  That  is,  the  enhancement  in  value  has  appeared  in  an 
enlargement  of  book  value? 

MR.  GILBERT:  Yes. 

MR.  HUGHES:  Why  it  has  not  appeared  in  enlargement  of 
book  value,  you  have  not  taken  it  in  this  column. 

MR.  GILBERT:  We  were  not  taking  any  enhanced  value. 
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Q.  Now  in  the  year  1904,  it  appears  that  your  gain  on  surplus 
interest,  etc.,  was  $357,792.  How  much  of  that  was  profits  on 
sales?    A.  $135,000. 

Q.  Was  that  a  profit  on  sales  of  securities?    A.  Partly. 

Q.  To  what  extent  ?    A.  $31,403.66. 

Q.  That  is  exclusive  of  interest  earned?    A.  Yes,  sir. 

Q.  To  what  extent  was  it  a  profit  on  sales  of  real  estate? 
A.  $98,012. 

Q.  And  you  have  a  gain  on  mortality  of  $32,131,  and  losses 
on  your  loadings  and  surrenders,  as  stated?    A.  Yes,  sir. 

Q.  So  that  your  gain  of  $116,567  was  attributable,  made  pos- 
sible solely  by  your  profits  on  sales. 

Q.  In  1903  it  appears  that  the  gains  on  mortality  were  $193,000, 
and  $173,000  in  1902,  and  $55,000  in  1901.  A.  Yes,  sir,  fluc- 
tuations. 

Q.  And  then  $64,000  in  1900,  and  $329,000  in  1899,  and  $39,000 
in  1898.  A.  Those  are  the  figures,  Mr.  Hughes. 

Q.  What  is  the  reason  for  that  extraordinary  fluctuation?  A. 
Those  are  the  figures  that  our  actuary  cannot  reconcile  with  the 
records  of  the  company. 

Q.  Where  does  he  get  them?    A.  He  found  them  there. 

MR.  GILBERT :  From  the  gain  and  loss  exhibits. 

Q.  You  get  them  from  the  published  statement.  What  do  the 
records  of  your  company  show?  If  you  were  to  substitute  for 
these  the  records  of  your  company,  what  would  the  records  show  ? 

MR.  GILBERT :  The  loss  in  mortality 


Q.  How  is  it  accounted  for  that  the  published  gain  and  loss 
exhibits  do  not  correspond  with  the  record  of  the  company  ?  A.  I 
do  not  know,  unless  the  error  was  made  by  Mr.  Moir's  predecessor; 
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Q.  Who  was  he?     A.  M.  L.  Mortimer. 

Q.  Was  he  employed  by  your  company  in  1898  and  1899?  A. 
Yes,  sir,  up  to  December,  1900. 

Q.  It  appears  in  1898  that  the  gain  on  mortahty  is  stated  to 
be  $339,662.  What  do  the  books  of  the  company  show  to  be  the 
loss  on  mortality  in  that  year  ? 

MR.  HUGHES :  The  statement  made  by  Actuary  Moir  is 
that  he  has  not  figured  it  for  the  calendar  year,  but  that,  taking  it 
according  to  the  rate  there  should  have  been  a  loss  on  mortality 
that  year  instead  of  a  gain.  So  instead  of  there  being  a  surplus  of 
$408,905  net  that  year,  there  should  have  been  a  loss  that  year. 

THE  WITNESS :  The  profit  must  have  been  somewhere  else. 

Q.  Yes,  there  was  not  any  other  place  for  it,  was  there?  A.  I 
mean  on  the  loadings. 

MR.  HUGHES :  You  mean  the  loadings  are  not  according  to 
your  books  there  ? 

MR.  MOIR :  I  have  not  been  able  to  verify  that,  either. 

MR.  HUGHES :  I  think  it  would  be  well  for  the  company  to 
submit  a  gain  and  loss  exhibit  comparable  to  this,  which  would  be 
according  to  its  book.    Is  that  possible  ? 

^MR.  MOIR :   It  is  not  passible  to  have  that  done. 

HENRY  MOIR,  called  as  a  witness,  being'  duly  sworn,  testi- 
fied as  follows : 

BY  MR.  HUGHES : 

Q.  You  are  actuary  of  the  Provident  Savings  Life  Insurance 
Society?    A.  I  am. 
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Q.  How  long  have  you  been  actuary?  A.  Four  and  one-half 
years. 

Q.  Since  1900?    A.  Since  1901. 

Q.  What  time  of  1901  ?    A.  From  the  first  of  June. 

Q.  Did  you  make  up  the  gain  and  loss  exhibits  from  the  year 
1901  to  the  year  1904,  inclusive,  for  the  Massachusetts  and  Con- 
necticut Department?    A.  The  Massachusetts — — 

Q.  I  mean  the  Connecticut  and  Wisconsin  Departments  ?  A.  I 
did. 

Q.  Are  they  correct  according  to  your  books  ?    A.  Yes,  sir. 

Q.  Have  you  made  an  examination  to  ascertain  the  correctness 
of  these  exhibits  for  earlier  years?  A.  I  have  had  cause  to  ex- 
amine the  mortality  very  carefully  in  those  earlier  years. 

Q.  What  years?    A.  1897,  1898  and  1899. 

Q.  What  do  you  find  to  be  the  result?  A.  I  verified  actually 
from  the  books  the  mortality  of  one  year,  and  found  that  the  state- 
ments in  the  records  of  the  company  were  correct. 

Q.  What  year  was  that?  A.  The  year  1899,  I  think;  it  might 
be  1898.  I  checked  up  all  three,  more  or  less,  but  I  verified  one 
completely. 

Q.  And  you  found A.  I   found  that  the  records  of  the 

company  were  correct  in  the  office  of  the  company,  but  these 
records  are  quite  at  variance  with  the  other  records. 

Q.  You  mean  the  records  in  the  office  were  correct  for  the  year 
you  checked  up  ?    A.  Yes. 

Q.  According  to  the  mortality  as  you  found  it  where?     A.  In 

the  records  of  the  company  going  down  to  the  individual  policies. 

Q.  You  checked  the  individual  policies?     A.  I  began  with  the 

individual  policies  and  checked  up  to  the  final  statement  of  the 

mortality  for  one  year. 

Q.  You  compared  that  with  what  entries  in  your  book?  A. 
With  the  record  that  is  given  in  the  books  of  the  mortality. 
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Q.  And  you  found  that  to  be  correct?    A.  I  found  that  to  be 

correct. 

Q.  But  not  in  accordance  with  the  statements  made  to  the  Wis- 
consin and  Connecticut  Departments?    A.  That  is  correct. 

Q.  How  wide  was  the  variance?  A.  The  variance  was  that  in 
that  year  the  mortality  was  over  one  hundred  per  cent.,  whereas 
it  was  shown  in  the  Department  of  Wisconsin  at  about  seventy- 
two,  I  think,  or  seventy-five  per  cent. 

Q.  What  is  the  explanation  of  that  discrepancy?  A.  I  cannot 
give  the  explanation  unless  there  was  difficulty  in  making  up  the 
gain  and  loss  exhibit  and  it  was 

Q.  Was  not  the  rate  of  mortality  and  the  record  of  your  com- 
pany for  that  year  accessible?     A.  Not  to  outsiders. 

Q.  No,  not  to  outsiders  but  to  the  insiders,  the  man  that  made 
up  the  exhibit?  A.  My  impression  is  the  exhibit  was  made  up 
before  the  mortality  records  were  completed  for  the  year. 

Q.  What  was  it  made  up  from,  then?  A.  The  gain  and  loss 
exhibit  is  called  for  about  the  middle  of  February,  I  think,  and  the 
mortality  records  probably  were  not  completed  at  the  time  the 
exhibit  'was  made. 

Q.  There  are  two  years  here  with  extraordinary  gains  for  mor- 
tality, 1898,  $399,662,  and  1899,  $329,755.  According  to  your 
information  both  of  those  are  inaccurate?  A.  Yes,  as  I  under- 
stand it. 

Q.  Do  you  mean  to  say  if  you  got  the  actual  figures  from  your 
records  in  lieu  of  these  that  are  given  in  your  gain  and  loss  exhibit 
that  entire  gain  would  be  wiped  out  and  a  loss  substituted?  A. 
Yes. 

Q.  Because  the  mortality  rate  was  one  hundred  per  cent,  of  the 
expected  in  each  of  those  years  ?     A.  Yes. 

Q.  And  the  other  items  in  the  gain  and  loss  exhibit  showing 
gains  from  surplus  interest  and  from  surrenders,  lapses  and 
annuities  and  the  loss  on  loadings  you  believe  to  be  correct? 
A.  No,  they  cannot  be  correct,  because  the  total  gain  is  correct. 
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Q.  The  total  gain  is  correct?  A.  Yes.  That  cannot  be  wrong 
because  that  has  to  agree  with  the  assets  of  the  company. 

Q.  Where  do  you  understand  that  the  gain  which  has  to  be 
dropped  from  the  item  of  mortaUty  will  reappear?  A.  It  must 
come  in  the  loadings  or  profits  from  surrenders. 

Q.  The  loadings  have  not  exhibited  such  wide  fluctuation?  A. 
No,  I  cannot  understand  that. 

Q.  You  do  not  really  understand  it?    A.  No. 

Q.  Can  you  make  up  a  correct  gain  and  loss  exhibit  from  the 
records  ?  In  other  words  can  you  distribute  the  surplus  so  we  can 
see  how  it  is  made  up?  A.  I  think  not  within  anything  like  a 
reasonable  time.  The  trouble  is  a  great  many  of  these  policies 
have  gone  out  and  it  would  be  very  difficult  to  get  the  loadings 
with  anything  like  accuracy.  As  far  as  I  can  find  there  is  no  record 
in  the  company  showing  how  that  statement  was  made  up. 

Q.  What  advantage  was  it  to  have  that  gain  on  mortality  stated 
as  so  much?  A.  I  can  see  no  advantage;  it  was  rather  the  other 
way,  it  is  a  disadvantage. 

Q.  You  think  it  was  merely  a  stupid  blunder?  A.  I  have  no 
means  of  knowing.  I  never  personally  met  the  former  actuary 
who  made  up  that  statement. 

Q.  Perhaps  you  could  judge  it  better  by  looking  at  the  work 
than  as  a  matter  of  personal  acquaintance.  A.  There  is  no  record 
showing  how  they  are  made  up.  I  have  been  unable  to  find  such 
a  record. 

Q.  You  were  not  the  actuary  in  igoo  ?     A.  No. 

Q.  Your  predecessor,  the  same  one  who  made  the  exhibit  for 
1898  or  1899  was  the  actuary  in  1900?    A.  No. 

Q.  Some  one  else?    A.  No,  he  did  not  make  up  that  statement. 

Q.  He  did  not  make  up  that  statement  ?    A.  No. 

Q.  And  the  1900  statement  is  correct?  A.  I  have  never  veri- 
fied it.    I  cannot  say. 
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Q.  Well,  it  shows  a  very  large  gain  from  the  mortality?  A. 
more  nearly  correct  than  the  other. 

Q.  I  am  informed  it  was  made  up  by  consulting  actuaries  at 
that  time.    Is  that  in  accordance  with  your  information  ?    A.  Yes. 

Q.  Who  did  make  it  up?  A.  I  understand  it  was  Mr.  S.  Her- 
bert Wolf. 

Q.  For  1900?    A.  Yes. 

THE  CHAIRMAN :  The  Committee  will  now  take  an  adjourn- 
ment until  10.30  to-morrow  morning.  All  witnesses  who  have 
been  subpoenaed  and  requested  to  be  here  this  afternoon  will  be 
present  promptly  at  that  hour. 

Adjourned  to  December  15,  1905,  at  10.30  A.  M. 


5134 


ALDERMANIC  CHAMBER, 

City  Hall,  New  York  City. 

December  15,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EDWARD  H.  HARRIMAN  resumed. 
BY  MR.  HUGHES : 

Q.  Mr.  Harriman,  when  did  you  first  learn  of  the  purchase  by 
Mr.  Ryan  of  Mr.  Hyde's  stock?  A.  On  my  way  from  the  Erie 
Ferry  to  my  office  on  the  morning  of  the  day  that  the  sale  was 
consummated. 

Q.  That  was  Friday?    A.  I  think  that  was  Friday. 

Q.  The  day  that  Mr.  Morton  became  chairman  of  the  Board? 
A.  Yes,  sir. 

Q.  When  did  you  first  have  any  communication  with  Mr.  Ryan 
about  the  matter?  A.  On  my  arrival  at  the  office  I  telephoned  to 
Mr.  Ryan  and  told  him  I  had  heard  the  rumor  and  asked  him  if  it 
was  so. 

Q.  What  did  he  say  ?  A.  That  it  was  conditionally  so,  and  that 
he  desired  very  much  to  talk  to  me  about  it  and  wanted  my  help 
and  co-operation  in  carrying  it  through. 

Q.  Did  he  say  what  he  wanted  to  carry  through?  A.  He  said 
he  wanted  to  see  and  talk  to  me  about  it. 

Q.  He  did  not  at  that  time  give  any  particulars  ?  A.  He  asked 
me  to  see  him. 
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Q.  He  said  nothing  further  than  what  you  have  said  ?  A.  Over 
the  telephone,  no. 

Q.  And  did  you  say  anything  more  to  him  ?  A.  I  told  him  that 
I  'would  be  very  glad  to  see  him. 

Q.  Did  you  at  that  time  speak  unfavorably  of  his  plan?  A. 
My  impression  is  that  I  criticised  it  and  v^^anted  to  know  what 
it  meant. 

Q.  Upon  what  ground  did  you  criticise  it — I  mean  so  far  as 
your  statement  to  him  at  the  time  was  concerned?  A.  Well,  it 
was  rather  staggering  to  anybody  that  Ryan  wanted  to  control  the 
Equitable  or  should  have  control  of  it. 

Q.  Did  you  tell  him  that  ?    A.  Practically  that. 

Q.  In  substance  that?     A.  In  substance  that. 

Q.  Is  this  what  you  have  stated  all  that  was  said  over  the  tele- 
phone ?     A.  As  I  remember  it,  yes,  sir. 

Q.  When  did  you  next  have  any  communication?  A.  About 
ten  or  fifteen  minutes  after  that,  at  his  invitation,  I  went  to  his 
office. 

Q.  The  same  day  ?     K.  Fifteen  minutes  afterwards. 

Q.  And  who  did  you  meet  there?     A.  Mr.  Ryan. 

Q.  What  took  place?  A.  He  then  went  into  a  statement  of 
why  he  had  engaged  to  buy  the  stock  and  stated  to  me  that  he 
had  made  up  his  mind  that  now  was  the  time  for  him  to  do  some- 
thing to    make  a  name  for  himself. 

Q.  Did  he  say  what  he  had  done  in  the  direction  of  engaging 
himself?     A.  Somewhat,  yes,  sir. 

Q.  Can  you  recall  'what  he  said  in  substance?     A.  Practically. 

Q.  What  was  it?  A.  That  he  had  engaged  to  purchase  Mr. 
Hyde's  stock  provided  he  could  get  control  of  the — I  could  not 
state — provided  he  could  get  his  nominee  elected  chairman  of  the 
board  and  that  the  consummation  of  the  purchase  was  predicated 
upon  that. 

Q.  That  involved  the  placing  in  the  hands  of  his  nominee  the 
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resignations  of  those  wiio  were  then  in  executive  offices  ?  A.  That 
is  what  he  stated. 

Q.  So  that  his  nominee  would  have  free  hand  in  reorganizing? 
A.  Yes. 

Q.  What  did  he  say  about  his  desire  to  make  a  name  for  him- 
self ?  A.  That  he  had  plenty  of  money,  that  he  never  had  done 
anything  conspicuous  and  that  now  he  thought  there  was  an 
opportunity  for  him  to  do  something.  That  is  in  substance.  I 
rather  questioned  the  motives. 

Q.  Did  you  tell  him  so  ?     A.  Practically,  yes,  sir. 

Q.  What  did  you  say  to  him  in  substance  ?  A.  Let  me  go  back 
a  minute.  When  I  went  in  there  he  told  me  that  he  watited  my 
help,  he  wanted  me  to  co-operate  with  him  in  solving  the  Equitable 
difficulty.  If  I  go  back  a  minute  more,  too,  he  did  say  over  the 
telephone  that  I  was  the  only  man  in  New  York  whom  he  desired 
to  co-operate  with  and  help  him  in  that  matter. 

Q.  Did  he  say  why  that  was  ?     A.  No,  sir. 

Q.  Did  he  tell  you  what  sort  of  help  or  co-operation  he  desired? 
A.  Not  specially,  except  that  in  the  first  instance  he  wanted  my 
aid  in  getting  his  nominee  elected  that  day  chairman  of  the  board. 

Q.  Were  you  at  that  time  a  director  of  the  society  ?     A.  No,  sir. 

Q.  How  could  you  aid  him  in  that  respect  ?  A.  By  influencing 
the  help  of  some  of  those  who  were  directors. 

Q.  Through  your  relations  with  them  ?    A.  Yes,  sir. 

Q.  Now  coming  down,  if  you  are  through  with  what  you  desire 
to  go  back  to,  to  the  time  of  your  interview  at  his  office  on  the 
same  day  did  anything  further  take  place  than  you  have  stated— 
What  did  you  say  to  him  with  reference  to  his  motives  ?  A.  That 
if  I  was  satisfied  that  he  was  acting  from  pure  motives,  from  an 
absolutely  unselfish  motive  and  as  he  had  said  in  the  interest  of 
the  Equitable  and  the  general  situation,  that  I  would  heartily 
co-operate  with  and  help  him.  He  told  me  how  he  wanted  me  to 
help  him  that  day  in  getting  his  nominee  elected.     Before  I  left 
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the  room  I  told  him  that  I  was  not  satisfied,  but  that  I  'would 
think  it  over. 

Q.  Did  you  tell  him  at  that  time  that  you  wanted  to  share  in  the 
purchase?    A.  No,  sir. 

Q.  Did  you  tell  him  that  you  desired  any  part  of  the  stock? 
A.  No,  sir. 

Q.  Did  you  have  any  conversation  at  that  time  with  reference 
to  your  having  any  part  of  the  stock  ?     A.  No,  sir. 

Q.  Did  you  have  any  conversation  with  him  at  that  time  with 
regard  to  the  stock  being  put  in  the  hands  of  trustees  ?    A.  No,  sir. 

Q.  What  was  your  next  interview  ?  A.  On  I  think  the  Monday 
following. 

Q.  Before  we  go  to  that,  did  you  assist  him  in  having  his 
nominee  elected?    A.  Yes,  sir. 

Q.  Did  you  see  members  of  the  board  in  relation  to  that? 
A.  I  communicated  with  one  of  them. 

Q.  To  the  end  that  Mr.  Ryan's  wishes  should  be  carried  out? 
A.  Yes. 

Q.  Why  did  you  do  that  if  you  were  not  satisfied  of  the  purity 
of  his  motives?  A.  I  had  told  him  I  would  think  it  over,  and  on 
my  way  to  the  office  I  concluded  that  the  man  that  he  had  named 
would  be  a  proper  man  and  that  it  was  proper  for  me  to  notify  the 
parties  who  were  opposed  that  if  I  'were  in  their  place  I  would 
vote  for  him ;  and  that  is  what  I  did. 

Q.  You  understood  that  the  election  of  Mr.  Morton  would  fulfill 
the  condition  prescribed  by  Mr.  Ryan  and  that  Mr.  Ryan  would 
then  take  the  Hyde  stock  ?  A.  Well,  somewhat  that,  too,  yes,  but 
I  also  thought  that  if  Mr.  Morton  were  chairman  of  the  board  and 
would  start  to  unravel  the  affairs  of  the  Equitable  and  if  Mr.  Ryan 
was  sincere  in  his  motives  that  a  proper  solution  could  finally  be 
arrived  at. 

Q.  Then  you  did  think  at  that  time  that  Mr.  Ryan  was  sincere 
in  his  motives  ?     A.  I  did  not ;  I  told  him  I  was  not  satisfied. 
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Q.  But  after  reflection  you  had  changed  your  mind?  A.  I 
had  a  very  sincere  doubt  in  my  mind. 

Q.  With  that  doubt  how  could  you  contribute  your  influence 
to  the  election  of  Mr.  Morton,  who  was  nominated  by  Mr.  Ryan, 
and  the  election  of  whom  would  lead  to  Mr.  Ryan's  completion 
of  his  purchase  ?  A.  It  was  one  of  those  steps  that  men  often 
take  thinking  Mr.  Ryan  was  sincere  and  he  wanted  me  to  help 
him,  I  could  influence  him  to  do  what  was  right. 

Q.  Did  you  believe  at  that  time  that  Mr.  Ryan  would  share 
the  purchase  with  you?    A.  No,  sir. 

Q.  Did  that  operate  with  you  at  all  as  a  motive  in  contributing 
to  the  election  of  Mr.  Morton?    A.  No,  sir. 

Q.  The  next  interview  you  say  was  held  on  Monday  at  Mr. 
Ryan's  office  ?  A.  Yes ;  and  there  were  things  that  preceded 
that. 

BY  THE  CHAIRMAN : 

Q.  May  I  inquire  when  Mr.  Harriman  resigned  from  the 
Board  of  Trustees  of  the  Equitable — was  it  before  or  after  this? 
A.  I  resigned  at  the  time  that  the  Frick  report  was  put  in. 

Q.  That  I  know.     A.  And  never  attended  a  meeting  after  that. 

Q.  So  that  at  the  time  you  mentioned  when  you  assisted  in 
Mr.  Morton's  election  you  were  not  a  member?  A.  My  resigna- 
tion was  before  the  Board  of  Trustees. 

BY  MR.   HUGHES: 

Q.  You  had  resigned,  as  I  understand  it,  with  the  understand- 
ing that  it  should  take  effect  at  once  ?    A.  Absolutely. 

Q.  And  that  was  at  the  meeting  on  June  2  ?  A.  Whatever  day 
it  was  the  Frick  report  came  in. 
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BY  THE  CHAIRMAN  : 

Q.  When  the  Frick  report  was  put  in?  A.  When  the  Frick 
report  was  put  in. 

Q.  Did  the  resignation  take  effect  at  once?  A.  I  never  at- 
tended any  other  meeting;  I  presume  it  did;  I  don't  know  when 
they  acted  upon  it. 

BY  MR.  HUGHES : 

Q.  The  minute  of  the  society  is  as  follows :  "Mr.  Harriman 
tendered  his  resignation  as  a  director  of  the  society."  A  further 
minute  is  as  follows  :  "Mr.  Harriman  again  tendered  his  resigna- 
tion as  director  to  take  effect  at  once,  and  withdrew  from  the 
meeting."  Those  are  from  the  minutes  of  June  2.  Who  were 
present  at  the  interview  on  Monday  at  Mr.  Ryan's  ofSce  ?  A.  I 
think  you  want  to  get  this  thing  in  order. 

Q.  Chronological  order?    A.  Chronological  order. 

Q.  Is  there  a  step  lacking?    A.  Several  steps. 

Q.  Won't  you  go  right  along?  A.  I  will  answer  your  ques- 
tions or  make  a  statement. 

Q.  Either  way  that  you  will  prefer.  A.  I  will  lead  then  up  to 
the  morning  or  afternoon  of  Monday.  I  telephoned  Mr.  Ryan 
what  I  had  done  in  regard  to  influencing  the  election  of  Mr. 
Morton.  He  thanked  me  and  told  me  he  would  like  to  com- 
municate with  me  after  the  meeting  of  the  board  and  would  I  be 
in  my  office.  So  I  waited  there — and  it  had  been  my  habit  to  go 
out  in  the  country  where  I  live  in  the  summer  time.  After  the 
meeting  of  the  Board  of  Trustees  and  the  election  of  Mr.  Mor- 
ton, Mr.  Ryan  called  me  up  and  told  me  then  that  he  appreciated 
my  helping  him  in  getting  Mr.  Morton  in.  there ;  that  he  wanted 
me  to  continue  and  that  he  would  do  nothing  further  without 
conferring  with   me   and  getting  my  consent — that  is  a  very 
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strong  statement — and  wanted  to  know  where  he  could  reach  me 
that  evening.  I  told  him  that  I  would  not  go  out  of  town,  as 
I  was  accustomed,  but  would  go  to  the  Metropolitan  Club  and 
wait  until  I  heard  from  him.  I  went  there,  waited  until  about 
eleven  o'clock  at  night,  when  Mr.  Cravath  came  up  to  see  me 
and  then  told  me  that  Mr.  Ryan  had  sent  him;  that  he  was 
sorry  that  he  had  to  act  without  letting  me  know ;  told  me  what 
he  had  done,  and  he  wanted  to  inform  me  first.  I  resented  such 
treatment,  and  told  Mr.  Cravath  that  I  was  not  in  the  habit  of 
being  trifled  with  in  that  way,  being  deprived  of  going  to  my 
home  and  staying  in  town  in  such  a  way,  and  that  I  considered 
that  an  act  of  bad  faith  and  an  evidence  of  Mr.  Ryan's  intentions, 
and  said  nothing  more.  I  believe  I  turned  my  back  on  Cravath 
and  walked  away.  The  next  morning  I  had  a  telephone  com- 
munication with  Mr.  Ryan — either  I  asked  for  an  explanation 
or  he  called  me  up  and  told  me  he  could  explain  it,  and  told  me 
he  wanted  me  to  meet  Mr.  Root  in  his  office.  I,  of  course,  told 
him  I  would  be  glad  to  do  so,  but  I  was  going  out  in  the  country 
that  day  and  would  be  back  on  Monday,  and  he  asked  me  if  I 
would  come  to  his  office  on  Monday  afternoon.  I  told  him  I 
would.    That  leads  up  to  the  Monday. 

Q.  What  did  Mr.  Cravath  tell  you  had  been  done  which  he  re- 
gretted the  necessity  of  doing  before  you  were  conferred  with? 
A.  He  told  me  what  they  had  determined  to  do  in  the  event 
of  the  appointment  of  these  trustees ;  that  Mr.  Root  had  insisted 
upon  its  being  done  at  once,  and  announced  in  the  New  York 
papers,  the  morning  papers,  and  that  there  was  no  time  to 
confer  with  me.  Now,  one  minute.  To  which  I  dissented  and 
told  him  that  Mr.  Ryan  had  a  telephone  on  his  desk  and  there 
was  a  telephone  in  the  MetropoHtan  Club,  and  there  would  not 
have  been  five  minutes  lost  by  its  announcement  to  me. 

Q.  When  was  that  published  in  the  papers,  as  to  the  selec- 
tion of  the  trustees  ?    A.  I  think  it  was  the  next  morning. 
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BY  MR.  ROGERS : 

Q.  That  was  Saturday  morning,  the  loth?     A.  The  9th,  I 
think  it  was. 

MR.  ROGERS:  The  loth. 

M'R.  HUGHES :  Saturday  was  the  loth. 

THE  WITNESS :  Yes. 

Q.  The  interview  with  Mr.  Cravath  was  then  on  Friday  night? 
A.  Friday  night. 

Q.  Prior  to  that  interview  you  had  no  intimation  from  Mr. 
Ryan  that  letters  to  trustees,  inviting  them  to  join,  had  been 
sent  ?  A.  No,  sir.  In  fact,  I  want  to  say  here  that  my  mind  has 
not  been  on  life  insurance ;  as  you  may  imagine,  I  have  only  been 
having  my  mind  on  what  I  was  trying  to  do,  and  I  have  been 
occupied  with  many  other  things.  And  I  want  you  and  this 
committee,  and  everybody  else,  to  understand  that  I  have  some- 
thing else  to  do  besides  devoting  my  time  to  life  insurance.  My 
recollection  is  I  told  Mr.  Ryan  so  far  as  the  Equitable  was  con- 
cerned and  my  personal  interest  that  I  did  not  care  anything 
about  it;  that  my  afifairs  were  much  more  important  than  the 
Equitable  in  magnitude  and  to  me  of  much  more,  of  greater  im- 
portance ;  that  all  I — the  interest  I  had  in  it  was  to  see  that  this 
question  was  finally  solved  and  the  Equitable  properly  protected 
and  properly  safeguarded.  Those  may  not  have  been  my  words, 
but  those  were  in  my  mind.  And  when  a  man  has  some  sixteen 
thousand  miles  of  railroad  and  thirty-five  or  forty  steamships — 
and  with  the  daily  questions  coming  up  that  do  daily  in  those 
matters — ^he  has  not  much  time  to  think  about  life  insurance, 
and  I  should  not  think  Mr.  Ryan  would,  either. 
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Q.  Then  up  to  eleven  o'clock  on  Friday  night  there  had  been 
nothing  said  by  you  to  Mr.  Ryan  as  to  any  participation  in  his 
purchase?  A.  No,  sir.  Mr.  Ryan  was  very  mysterious  at  my 
first  interview  with  him  on  Friday  as  to  the  price.  I  asked  him 
what  he  paid  for  it,  and  he  told  me  he  was  under  promise  not 
to  say  anything  more  than  he  had  told  me ;  and  I  did  not  know 
when  I  went  to  see  him  on  Monday  what  he  had  paid  for  it,  ex- 
cept the  intimation  was  that  it  involved  several  millions  of  dol- 
lars. 

Q.  On  Friday  had  you  any  interview  with  him  as  to  whether  it 
was  an  absolute  sale  ?  A.  I  think  I  said — he  told  me  it  was  con- 
ditioned on  his  getting  his  nominee  in  control  of  the  society. 

Q.  I  mean  apart  from  that,  that  the  transaction  between  him 
and  Mr.  Hyde,  and  Mr.  Hyde's  trustees  would  amount  to  an  ab- 
solute transfer  of  the  ownership  to  Mr.  Ryan.  You  understand 
that  that  was  the  situation,  and  that  there  was  no  arrangement 
by  which  it  should  be  carried  for  Mr.  Ryan  in  whole  or  in  part  ? 
A.  No,  but  that  was  suspected  by  everybody. 

Q.  Including  yourself?  A.  Well,  I  think  likely  that  was  in 
my  mind,  as  well  as  in  everybody  else's. 

Q.  Did  you  say  anything  to  him  on  that  subject.     A.  No. 

Q.  When  was  the  next  interview?  A.  That  was  on  Monday- 
afternoon. 

Q.  Yes,  and  who  was  present?  A.  Mr.  Cravath  and  Mr. 
Root.  I  think  Mr.  Root  was  not  there  all  the  time,  but  he  was 
there  part  of  the  time. 

Q.  That  was  at  Mr.  Ryan's  office?    A.  At  his  request. 

Q.  What  took  place  at  that  interview?  A.  I  started  right  in 
on  my  own  account  without  hearing  what  they  had  to  say. 
Of  course,  I  was  incensed  at  the  treatment  I  had  received, 
which  led  me  to  further  doubt  the  sincerity  of  Mr.  Ryan's  pur- 
pose, and  I  opened,  I  think,  with  a  remark  something  like  this : 
"You  want  my  co-operation  ?"     He  said,  "Yes."    I  said,  "Well, 
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I  will  tell  you  what  I  will  do.  I  will  take  half  your  stock.  I 
don't  know  what  it  cost  and  do  not  care — provided  you  will 
agree  to  the  appointment  of  two  additional  trustees  who  will 
be  absolutely  independent."  There  was  no  discussion  after 
that  at  all,  except  he  said,  "I  won't  do  it,  that  is  not  what  you 
agreed  to."  I  said,  "What  do  you  mean  I  agreed  to?"  He 
said,  "You  agreed  that  if  you  were  satisfied  that  I  was  acting 
from  an  unselfish  motive  in  the  interest  of  the  general  situa- 
tion and  the  society,  that  you  would  help  me,  and  co-operate 
with  me."  I  said,  "Yes,  I  did,  and  this  is  my  way  of  satis- 
fying myself."  Now,  that  statement  is  clear  in  my  mind.  What 
these  gentlemen  have  said  I  did  say  as  to  that,  I  am  bound  to 
concede,  but  I  do  not  remember.  What  I  was  going  to  do  my- 
self, I  had  clear  in  my  mind,  and  I  had  done  it  as  I  am  in  the 
habit  of  doing  it.  And  after  that,  I  think — I  know  there  was 
some  discussion  and  I  may  have  said  what  they  say,  as  to  using 
my  influence  in  every  way.  I  don't  know  whether  I  said  poli- 
tically or  not.  I  may  have  done  so.  But  I  did  feel  that  unless 
Mr.  Ryan  was  acting  from  a  pure  motive  and  not  for  his  own 
selfish  purposes,  that  the  thing  ought  to  be  stopped,  and  every 
effort  ought  to  be  made  by  every  respectable  citizen  to  stop  it, 
and  that  is  what  I  intended  to  do.  While  Mr.  Ryan  said  he 
would  not  do  it,  after  the  discussion  we  had  subsequent  to  his 
statement,  he  said  he  would  take  it  under  consideration  and  let 
me  know  the  next  day. 

Q.  Did  he  tell  you  that  he  desired  to  have  the  voting  power 
of  the  stock  held  independently  by  the  trustees  who  had  been 
named?  A.  I  do  not  think  we  went  into  that  discussion,  Mr. 
Hughes.  I  knew  nothing  more  about  it  than  that  he  had 
agreed  to  appoint  these  trustees,  and  what  was  in  the  papers. 

Q.  Did  he.  not  outline  to  you  his  plan  for  stripping  himself 
of  any  control  over  the  stock?  A.  I  do  not  remember  that  he 
did  at  that  time. 
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Q.  You  were  acquainted  with  the  plan  as  announced  in  the 
papers?    A.  Yes,  sir. 

Q.  And  you  knew  the  trustees  that  had  been  requested  by 
him  to  act,  you  had  seen  their  names?  A.  I  had  seen  their 
names.     I  thought  you  meant  if  I  knew  them  personally. 

Q.  No,  I  mean  you  knew  who  the  nominees  were?    A.  Yes. 

Q.  Under  those  circumstances  why  did  you  want  or  suggest 
a  participation  in  his  purchase?  A.  In  order  that  there  might 
be  two  additional  trustees  who  would  be  independent  of  him. 

Q.  Those  two  trustees  would  have  been  in  a  minority?  A, 
Well,  a  good  healthy  minority  is  a  good  thing  to  have. 

Q.  Did  you  object  to  the  trustees  that  Mr.  Ryan  had  se- 
lected?   A.  I  did  not. 

Q.  Did  you  have  any  reason  to  question  their  independence 
or  sincerity?  A.  I  think  that  any  number- of  trustees  who  are 
appointed  in  the  way  that  Mr.  Ryan  appointed  them  must  be 
more  or  less  under  the  influence  of  the  man  who  appoints  them. 

Q.  Would  not  the  same A.  Particularly  as  he  had  al- 
ready obtained  practical  control  of  the  society  by  having  his 
own  nominee,  a  man  out  of  his  own  organization,  put  in  con- 
trol of  its  affairs  as  president. 

Q.  The  same  remark  would  apply  in  the  case  of  the  selec- 
tion of  two  trustees  by  yourself?  A.  I  did  not  say  I  wanted 
two  trustees  appointed  by  myself.  I  said  if  he  would  consent 
to  the  election  of  two  trustees  who  would  be  absolutely  inde- 
pendent. 

Q.  Who  was  to  name  these  two?  A.  We  had  not  got  that 
far.  If  he  would  have  agreed  to  that,  then  we  would  have 
gone  into  the  question  how  they  were  to  be  selected. 

Q.  It  was  that  you  were  to  co-operate  on  those  two?  A. 
It  was  that  we  were  to  agree  on  the  method  these  two  were  to 
be  selected. 

Q.  Did  you  have  the  idea  that  the  acquisition  of  half  the 
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stock  would  be  beneficial  to  you?  A.  No,  sir,  in  fact  I  told 
him  that  if  in  the  process  of  arriving  at  a  selection,  that  if  it  was 
deemed  advisable  that  the  stock  should  be  presented  to  the  so- 
ciety without  remuneration  that  I  would  agree  so  far  as  my 
part  was  concerned  that  it  should  be  so  done,  and  I  make  no 
claim  to  philanthropy  in  any  way  whatsoever;  I  had  just  as 
much  interest  in  the  general  situation  as  Mr.  Ryan  or  any- 
body else,  and  I  could  not  see  why,  if  Mr.  Ryan's  motives  were 
pure,  why  he  should  not  have  been  willing  to  have  included 
one  hundred  or  one  thousand  people  in  it.  There  is  no  sacri- 
fice to  a  man — he  makes  no  sacrifice  to  put  up  two  or  three 
millions  of  dollars  with  the  prospect  of  getting  it  back  again 
after  he  has  got  control  of  the  society. 

Q.  And  that  was  your  idea  at  the  time?  A.  I  thought  there 
was  a  probability  of-  that,  yes. 

Q.  Did  you  think  the  situation  would  be  bettered  by  your 
participation  in  the  purchase?     A.  I  did,  certainly. 

Q.  Operating  as  a  check  upon  him?     A.  Yes,  sir. 

Q.  You  were  not  at  that  time  interested  in  the  Equitable  in 
any  way?  A.  I  had  been  instrumental  in  trying  to  straighten 
out  the  tangled  affairs  of  the  Equitable,  and  in  protecting  it 
against  the  attempt  on  the  part  of  one  faction  to  obtain  con- 
trol of  it  over  another,  and  had  been  instrumental  in  bringing 
about  the  Frick  report ;  and  I  felt,  as  I  think  other  trustees  who 
had  resigned  from  the  Equitable  felt,  that  they  were  somewhat 
responsible,  and  were  willing  to  go  a  long  way  toward  getting 
it  finally  and  properly  disposed  of.  Other  than  that  I  had  no 
interest  except  that  of  one  who  had  been  inveigled  into  getting 
himself  into  a  false  position. 

Q.  Then  it  was  because  of  your  previous  connection  with 
the  Equitable  that  you  desired  as  far  as  possible  to  see  its  af- 
fairs righted  ?  A.  Yes,  sir ;  and  my  familiarity  with  its  condi- 
tions. 
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Q.  Did  you  share  in  any  apprehension  that  if  the  stock  was 
taken  out  of  Mr.  Hyde's  hands  there  might  be  a  panic?  A. 
No,  sir,  there  was  no  possibility  of  a  panic ;  there  was  nobody, 
I  do  not  think,  except  Mr.  Ryan,  who  had  that  in  view,  and  I 
doubt  whether  he  had. 

Q.  Did  you  suggest  to  Mr.  Ryan  any  way  by  which  he  could 
further  strip  himself  of  control  over  the  stock  beyond  what  he 
had  done,  or  beyond  his  sharing  the  purchase  with  you?  A, 
No,  sir,  it  had  not  gotten  that  far. 

Q.  When  the  matter  of  trusteeship  first  came  up  did  you 
oppose  it,  did  you  oppose  trusteeing  the  stock?  A.  Mr.  Cra- 
vath  was  the  first  one  that  informed  me  about  that.  1  do  not 
think  I  even  criticised  it. 

Q.  Did  you  tell  Mr.  Ryan  that  if  he  did  not  give  you  a  share 
of  the  purchase  that  you  would  oppose  the  carrying  out  of  his 
plans?  A.  No,  sir.  Now  let  me  explain.  There  is  a  wrong 
interpretation  put  upon  whatever  conversation  took  place  after 
what  I  have  already  stated.  Whatever  I  said  to  Mr.  Ryan  in 
regard  to  my  opposing  was  not  in  relation  to  my  having  an  in- 
terest in  the  stock,  but  it  was  in  relation  to  my  being  satisfied 
that  he  was  doing  what  he  was — taking  this  action,  from  a  pure 
motive  and  not  from  a  selfish  one,  and  it  was  so  understood. 

Q.  But  that  would  have  been  met  if  he  divided  the  purchase 
with  you  ?  A.  That  would  have  been  one  step  toward  it,  yes, 
sir. 

Q.  Did  you  tell  him  that  you  had  given  so  much  time  to 
Equitable  matters  that  you  could  not  permit  anybody  to  come 
into  the  situation  and  control  the  stock  without  your  consent? 
A.  I  doubt  whether  I  ever  said  that. 

Q.  Did  you  tell  him  that  you  did  not  propose  to  have  any- 
body else  own  that  stock  without  your  participation?  A.  I 
have  no  recollection  of  saying  anything  of  that  kind. 
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Q.  Will  you  say  that  you  did  not  say  that?  A.  Well, 
now 

Q.  I  mean  according  to  your  best  recollection?  A.  To  my 
best  recollection  I  said  nothing  of  the  kind. 

Q.  But  you  are  not  in  a  position  where  you  would  care  to 
make  a  positive  denial  ?  A.  Well,  I  had  no  intention  of  saying 
anything  of  that  kind,  so  whatever  I  may  have  said  they  can 
put  an  improper  interpretation  upon. 

Q.  When  you  referred  to  the  taking  of  half  of  the  stock  just 
what  language  so  far  as  you  can  recollect  it,  did  you  use  ?  A. 
Well,  have  not  I  already  stated  that? 

Q.  Well,  did  you  say  that  if  he  would  give  you  half  of  the 
stock  he  would  have  your  co-operation,  or  did  you  tell  him  you 
wanted  one-half  of  the  stock?  A.  Now,  I  will  repeat  what  I 
said  before.  It  is  very  clear  on  my  mind.  I  told  him  that — I 
started  in  by  saying:  "You  want  my  co-operation?"  It  may 
have  been  a  wrong  interpretation  put  upon  that.  It  was  a 
question  to  him.  And  he  said,  "Yes."  That  has  apparently 
been  interpreted  as  meaning  that  I  stated  that  he  must  have 
my  co-operation  to  succeed.  He  has  already  requested  me  to 
co-operate  with  him.  Then  I  said,  "I  will  tell  you  what  I  will 
do.  I  will  take  half  of  your  purchase,  I  don't  know  what  it 
cost,  I  do  not  care,  provided  you  will  agree  to  the  appointment 
of  two  additional  trustees  who  shall  be  absolutely  independent. 
And  in  addition  that  if  in  the  process  of  arriving  at  a  solution 
it  is  deemed  advisable  to  present  that  stock  to  the  Equitable, 
so  far  as  my  interest  is  concerned,  I  will  agree  to  it." 

Q.  You  said  that  specifically  at  that  interview?     A.  Yes,  sir. 

Q.  The  point  then,  as  I  understand,  is  that  you  do  not  wish 
to  have  what  you  said  construed  as  a  demand  for  the  stock? 
A.  It  was  absolutely  no  demand  for  the  stock,  it  was  a  demand 
that  he  should  satisfy  me  that  his  first  assertion  was  correct, 
that  he  was  acting  from  an  unselfish  motive. 
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Q.  And  that  he  could  do  by  giving  you  half  of  the  stock? 
A.  By  showing  a  disposition  to  have  some  other  control  than 
his  own. 

Q.  Did  you  suggest  any  one  control  or  participation  in  con- 
trol other  than  his  and  yours?    A.  No,  sir. 

Q.  Did  you  tell  him  that  he  would  not  be  able  to  carry  out 
his  plan  against  your  opposition?  A.  I  do  not  think  I  did.  I 
undoubtedly  went  into  some  discussion  with  him  as  to  what  at- 
titude I  would  take  if  I  was  not  satisfied  that  his  motives  were 
pure  and  that  I  would  oppose  him  in  every  way. 

Q.  Well,  you  became  satisfied  of  that  as  soon  as  he  denied 
your  request  or  suggestion?  A.  That  seemed  to  me,  follow- 
ing the  fact  that  he  had  not  kept  faith  with  his  statement  that 
he  wanted  my  co-operation  and  would  act  only  in  conferring 
with  me,  it  seemed  to  me  that  in  denying  the  participation  to 
myself  or  anybody  else  that  he  was — that  his  motive  was  to 
center  the  control  of  the  Equitable  in  himself  or  influencing  the 
control  in  himself. 

Q.  You  became  satisfied  of  that  at  that  interview  after  he 
had  said  he  did  not  want  anyone  interested  with  him?  A.  That 
was  practically  what  was  on  my  mind. 

Q.  And  then  you  told  him  your  influence  would  be  thrown 
against  him?    A.  Unless  I  was  satisfied 

Q.  Well,  I  mean  you  were  convinced?  A.  I  do  not  want 
this  twisted  around,  Mr.  Hughes 

Q.  Not  at  all,  but  I  want  to  know  whether  you  became  satis- 
fied at  that  interview?  A.  I  became  practically  satisfied  that 
his  intentions  were  not  what  he  stated  they  were. 

Q.  Was  it  after  that  that  you  told  him  your  influence  would 
be  thrown  against  him?    A.  Yes. 

Q.  Now,  just  what  did  you  say  about  that?  A.  That  I  can- 
not recollect  just  what  was  said.  I  know  what  was  on  my 
mind  and  that  I  would  use  every  effort  I  could. 

Q.  Was  it  a  strenuous  interview?    A.  Not  so  very,  not  so 
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very.  It  did  not  make  that  impression  on  my  mind,  and  if  it 
had  been  so  strenuous  and  there  was  a  great  deal  of  feeling, 
Mr.  Ryan  would  not  have  told  me  he  would  take  it  under  con- 
sideration and  let  me  know  the  next  day. 

Q.  That  was  about  the  last  of  it?  A.  Yes,  that  is  about  all 
there  was  to  it.  And  then  I  left.  The  whole  thing  did  not 
last  fifteen  minutes. 

Q.  When  you  said  something  to  the  effect  that  your  in- 
fluence would  be  against  him,  what  did  you  have  in  mind,  what 
did  you  intend  to  do?  A.  Well,  I  have  been  against  some  peo- 
ple, and  I  don't  know  what — I  will  use  any  effort  I  can  to  de- 
feat an  unworthy  object. 

Q.  Did  you  refer  in  that  interview  to  legislative  action?  A. 
No,  sir. 

Q.  Was  anything  said  about  the  legislature?  A.  Not  to  my 
recollection. 

Q.  Are  you  in  a  position  to  deny  positively  that  or  are  you 
merel)'  giving  what  you  recollect?  A.  I  have  no  recollection 
of  saying  any  such  thing. 

Q.  Was  there  any  discussion  about  the  Equitable's  affairs 
being  in  such  a  condition  that  there  might  be  some  legislative 
action?     A.  Not  to  my  recollection. 

Q.  Was  there  anything  said  by  you  as  to  your  doing  any- 
thing to  induce  legislative  action?     A.  Not  to  my  recollection. 

Q.  Or  any  official  action?     A.  Not  to  my  recollection. 

Q.  As  to  all  those  matters  where  you  say  not  to  your  recol- 
lection, are  we  to  understand  that  you  do  not  deny  positively 
that  some  things  of  that  sort  were  said?  A.  I  cannot  deny 
positively,  because  it  was  in  a  conversation,  and  I  do  not  know 
that  it  would  have  been  very  improper  if  I  had.  Everybody 
knew  that  there  had  to  be  some  legislative  action  in  connection 
with  the  Equitable,  and  whether  it  was  referred  to  at  that  in- 
terview or  not  I  do  not  know.     I  doubt  whether  it  was  at  any 
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interview,  but  it  may  have  been,  and  if  it  had,  I  would  not — ■ — .  If 
it  had  been  referred  to  at  that  time  I  would  have  no  reason  to 
state  that  I  did  not  recollect  it,  or  that  I  did  not  state  it.  If 
I  had  the  slightest  notion  that  I  had,  I  would  be  perfectly  will- 
ing to  acknowledge  it. 

Q.  Have  you  stated  now  all  that  was  said  at  that  interview 
as  far  as  you  recollect  it?  A.  As  far  as  I  recollect  down  to 
the  time  he  said  he  would  let  me  know  the  next  day. 

Q.  And  the  next  day  did  he  let  you  know  about  it?  A.  In 
the  afternoon  I  called  him  up  and  told  him  I  was  going  to  my 
train  and  that  I  could  not  wait  any  longer  to  hear  from  him ; 
had  he  anything  to  say.  He  said  he  had  one  more  man  to  see 
and  that  he  would  let  me  know  later.  So  I  told  him  I  would 
wait  over  another  train;  and  in  about  an  hour  or  less  he  called 
me  up  and  told  me  he  had  seen  the  other  man,  as  he  expressed 
it,  and  that  they  had  decided  that  they  would  not  do  anything 
different  from  what  they  had  proposed. 

Q.  After  3'OU  became  convinced  that  Mr.  Ryan  would  not 
meet  your  suggestion,  what  did  you  do  in  regard  to  the  mat- 
ter?   A.  Nothing. 

Q.  Did  you  take  any  steps  to  thwart  his  plans?  A.  Not 
yet. 

Q.  You  mean  not  down  to  the  present  time?  A.  Not  down 
to  the  present  time. 

Q.  Did  you  have  any   consultation  with   members  of  the 
Legislature?    A.  No,  sir. 
Q.  In  regard  to  insurance  matters?    A.  No,  sir. 
Q.  With  any  member  of  the  Legislature?    A.  No,  sir. 
Q.  Or  with  any  public  officer?     A.  No,  sir. 
Q.  Did  you  have  any  interview  with  any  one  in  politics  rela- 
ting to  the  matter?    A.  Not  that  I  recollect — I  may  have,  I 
have  talked  with  many  people  about  it,  and  whether  they  were 
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in  politics  or  out  of  politics  I  do  not  know,  but  it  had  no  re- 
lation to  politics. 

Q.  Did  you  talk  with  Mr.  Odell  about  the  advisability  of 
legislative  investigation?    A.  No,  sir. 

Q.  At  any  time?    A.  No,  sir. 

Q.  Did  you  talk  with  him  in  regard  to  the  advisability  of 
legislative  action  of  any  kind?     A.  No,  sir. 

Q.  Or  of  action  by  the  Governor?    A.  No,  sir. 

Q.  Or  of  any  political  action  which  would  in  any  way  affect 
Mr.  Ryan  or  the  Equitable  situation?    A.  No,  sir. 

Q.  At  any  time?    A.  No,  sir. 

Q.  So  that  so  far  as  this  investigation  is  concerned,  you  did 
and  said  nothing  directly  or  indirectly  to  bring  it  about?  A. 
This  one  right  here? 

Q.  Yes.     A.  I  did  not  know  anything  about  it,  sir. 

Q.  Did  you  in  your  telephone  conversation  with  Mr.  Ryan, 
when  he  announced  that  he  would  not  change  his  decision  in 
the  matter,  then  tell  him  that  you  would  throw  your  influence 
against  him?     A.  Repeat  that  question. 

Q.  I  understand  there  was  a  final  telephone  interview  in 
which  he  said  he  would  not  change  his  plans  and  meet  your 
suggestion.  At  that  time  did  you  say  anything  as  to  what 
action  you  would  take?     A.  No,  sir. 

Q.  You  have  said  all  that  took  place  at  that  time?  A.  Yes, 
sir. 

Q.  If  you  mentioned  political  influence  in  your  conversation 
at  Mr.  Ryan's  office,  what  did  you  refer  to?  You  say  it  is  pos- 
sible it  was  mentioned.     Were  you  in  politics?    A.  No,  sir. 

Q.  Did  you  have  any  political  influence?     A.  I  think  I  have. 

Q.  Did  you  directly  or  indirectly  convey  to  him  the  idea 
that  it  would  be  exercised  against  him  ?  A.  I  do  not  know  that 
I  did.  If  I  had  been  in  his  place,  whether  I  did  or  not,  I  would 
have  taken  it  for  granted  that  I  would  use  every  effort  that  I 
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had  in  my  power,  whether  it  was  poHtical  or  otherwise.  If 
I  had  said  it,  I  would  not  deny  it,  and  I  would  not  be  ashamed 
of  it  if  I  had  said  it. 

Q.  You  said  a  little  while  ago  something  about  the  impro- 
priety of  a  suggestion.  Did  you  mean  to  refer  to  that?  You 
said  "It  would  have  been  improper  if  I  had  said  something." 
A.  I  do  not  remember  what  your  question  was  in  reference  to. 
Q.  Well,  if  you  do  not  recall  it  we  need  not  go  back  to  it. 
A.  I  am  perfectly  willing  to  go  back  and  take  it  up  if  you  have 
anything  on  your  mind. 

O.  I  have  not  on  my  mind  other  than  the  subject  matter  at  that 
time.  And  you  left  Mr.  Ryan  with  the  deliberate  intention  of 
using  whatever  influence  you  had  against  him,  but  up  to  date 
you  have  not  exercised  it?  A.  I  had  the  deliberate  intention 
of  using  my  influence  against  him  providing  I  saw  any  indica- 
tions of  improper  influence  in  connection  with  the  Equitable 
or  any  of  its  subsidiary  companies. 

Q.  Have  you  seen  anything  of  that  kind?  A.  I  have  not 
had  time  to  think  about  it. 

Q.  And  that  is  the  reason  why  you  have  not  up  to  date  ex- 
ercised any  influence  against  him?    A.  If  anything  had  come 
to  my  attention  I  should  have  started  in. 
Q.  And  nothing  has?    A.  Not  yet. 

Q.  You  have  said  that  you  have  political  influence.  To 
what  did  you  refer,  Mr.  Harriman?  A.  I  referred  to  the  in- 
fluence that  any  man  of  prominence  may  have,  who  has  never 
asked  anybody  to  do  an  improper  thing. 

Q.  You  mean  your  influence  as  a  man  of  position  in  the  com- 
munity? A.  Yes,  sir.  I  have  a  great  interest  in  the  State  of 
New  York  and  in  the  country  particularly,  and  I  am  somewhat 
consulted  at  times,  and  I  believe  what  I  favored  would  influence 
some  people. 
Q.  And  you  refer  to  whom?    A.  No  one  specially. 
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Q.  Are  you  consulted  with  regard  to  matters  of  legislation? 
A.  No,  sir. 

Q.  What  do  you  mean  by  saying  you  are  consulted  from 
time  to  time  ?    A.  Well 

Q.  With  regard  to  public  questions?  A.  I  said  I  live  in  the 
country,  and  there  are  many  matters  that  come  up  in  relation 
to  the  management  of  country  affairs  as  every  citizen  does  who 
takes  any  interest  in  his  neighbors. 

Q.  Oh,  you  mean  in  the  district  where  you  live  ?    A.  Yes,  sir. 

'Q.  How  about  matters  pertaining  to  the  State  at  large?  A. 
We  are  interested  there  in  the  State  at  large  just  the  same  as 
any  other  community  is. 

Q.  We  are  interested  here  in  insurance  conditions.  Have  you 
had  anything  to  do  at  any  time  with  any  legislation  affecting 
insurance  companies?  A.  I  had  to  do  with  the  prevention  of 
bills  being  introduced  in  the  Legislature  last  Spring,  when  an 
attempt  was  made  by  one  faction  of  the  Equitable  to  get  con- 
trol of  its  affairs,  by  getting  an  act  introduced  into  the  Legisla- 
ture which  might  enable  them  to  do  it. 

Q.  How  did  you  accomplish  that?  A.  In  various  ways;  by 
seeing  people  that  were  influential  in  guiding  such  matters. 

Q.  Party  leaders  and  others?  A.  I  do  not  know  that  you 
would  call  them  party  leaders,  but  they  were  people  who  were 
influential  in  legislative  matters. 

Q.  Well,  it  has  been  openly  charged  that  through  your  rela- 
tions with  Mr.  Odell  you  have  political  influence.  What  would 
you  say  to  that?  A.  Well,  I  should  think  that  Mr.  Odell  had 
political  influence  because  of  his  relations  to  me. 

MR.  HUGHES :  That  is  all. 

THE  WITNESS:  Mr.  Chairman,  I  would  like,  if  you  will 
allow  me,  I  would  like  to  get  through  with  this  so  I  will  have 
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no  possibility  of  being  called  again,  and  if  I  can  encroach  on 
your  time  a  little  I  would  like  to  do  so,  to  clear  up  a  few 
things. 

It  has  been  charged  in  the  papers  that  there  is  some  discrep- 
ancy between  my  testimony  at  the  former — my  former  testi- 
mony, and  the  statement  of  Mr.  Ryan  as  to  my  so-called  at- 
tempt to  purchase  an  interest  in  his  stock.  I  should  Hke  to  state 
that  there  was  nothing  at  that  time,  at  the  time  I  was*  being 
questioned  by  Mr.  Hughes,  that  bore  on  this  subject  at  all  to  my 
mind.  And  if  there  was  I  would  like  to  correct  that  testimony. 
We  were  talking  of  a  time  precedent  to  the  time  of  the  presenta- 
tion of  the  Frick  report,  and  which  Mr.  Hyde,  as  I  remember  it, 
said  that  he  had  been  approached  by  many  parties  to  purchase 
his  stock,  and  it  was  desired  to  know  if  I  had  been  interested  in 
any  of  those  offers,  so  I  understood  it.  Is  that  right,  Mr. 
Hughes  ? 

Q.  Your  testimony  is  as  follows,  and  I  am  glad  you  have 
called  attention  to  the  subject,  for  I  had  forgotten  to  mention 
it,  and  so  you  may  have  the  exact  language  I  will  read  it.  A. 
Mr.  Hughes,  before  you  begin  on  that,  I  may  forget  it.  You 
have  spoken  of  Mr.  Odell  and  my  having  political  influence  be- 
cause of  my  alliance  or  affiliation  with  him.  I  would  like  to 
say  that  all  last  Spring,  during  the  controversy,  the  Equitable 
controversy  between  its  inside  factions,  that  Governor  Odell  was 
not  here,  nor  was  he  communicated  with  about  it,  so  he  had  no 
hand  in  it  whatever. 

Q.  And  during  that  period  were  you  in  consultation  with 
members  of  the  Legislature?    A.  Not  specially. 

Q.  Well,  in  regard  to  insurance  matters  ?  A.  I  had  the  matter 
watched  at  Albany  to  see  what  attempts  were  being  made  to 
use  legislation  improperly. 

Q.  With  reference  to  mutualizing  the  society?     A.  So  that 
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one  faction  could  get  in  there  and  get  control  of  the  company  by- 
obtaining  the  proxies  of  the  policyholders  through  the  agents, 
as  they  said,  like  the  other  big  life  companies. 

Q.  And  when  you  referred  to  the  possession  of  political  influ- 
ence through  relations  to  you,  you  meant  because  of  the  many 
important  matters  in  which  you  are  interested,  and  for  which 
you  stand?    A.  Yes,  sir,  and  in  many  ways. 

Q.  'Bringing  you  into  a  prominent  position  with  regard  to  a 
great  many  subjects  that  come  before  the  Legislature?  A.  No, 
sir,  I  have  no  special  interest  in  many  matters  that  come  before 
the  Legislature. 

Q.  Well,  I  was  referring  to  matters  affecting  railroads,  banks, 
trust  companies.    A.  I  have  never  had  any  hand  in  it. 

Q.  I  did  not  understand  just  what  you  meant  by  political  in- 
fluence through  relation  to  you.  A.  Any  prominent  citizen  has 
some  political  influence,  and  if  anybody  in  politics  can  get  the 
friendship  and  backing  of  people  who  have  no  political  end  to 
serve,  why  it  gives  them  more  or  less  standing.  Now,  Governor 
Odell  might  resent  such  a  statement  as  that,  I  do  not  know 
whether  he  would  or  not,  but  I  think  that  if  I  were  in  politics  I 
would  try  to  get  as  many  men  of  prominence  as  possible  as 
friends  of  mine. 

Q.  The  testimony  that  you  have  referred  to,  that  is  your  testi- 
mony when  you  were  on  the  stand  before  is  as  follows :  "Q. 
Were  you  concerned  with  any  offer  to  Mr.  Hyde  for  the  purchase 
of  his  stock,"  to  which  you  answered  "No,  sir."  A.  Well,  then 
I  was  not.  I  ask  you,  don't  you  think  I  answered  that  question 
properly  ? 

Q.  Yes,  I  think  you  had  in  mind  at  that  time  offers  to  Mr. 
Hyde.    A.  Yes.    Hadn't  you  that  in  mind? 

Q.  Yes,  I  had,  for  I  did  not  know  anything  about  this  Ryan 
matter.  A.  I  had  not  this  matter  of  Ryan  in  mind  there.  I  was 
concentrating  my  mind  on  the  thing  you  wanted  to  find  out. 
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Q.  You  were  following  the  line  of  my  questions  as  to  further 
offers,  and  you  did  not  have  in  mind  the  fact  you  had  suggested 
to  Mr.  Ryan  to  take  a  part  of  the  stock?  A.  Yes,  in  order  to 
safeguard,  as  I  thought,  the  situation. 

Q.  Then  another  question  was  asked,  as  follows :  "Then  you 
at  no  time  made  any  offer  to  acquire  Mr.  Hyde's  stock  ?  A.  No, 
sir."  What  is  the  explanation  of  that  answer.  A.  Was  not  that 
precedent  to  the  time  that  I  afterward  say  that  we  came  down 
to  the  time  of  the  Frick  report. 

Q.  I  think  it  should  be  read  with  its  context  as  follows :  "Q. 
It  has  been  stated  here  there  was  an  offer;  Mr.  Hyde  has  said 
there  was  an  offer  to  Mr.  Frick?  A.  That  I  don't  know  of,  but 
Mr.  Hyde  had  told  me  himself  that  he  had  received  several  offers 
for  the  purchase  of  his  stock,  and  I  asked  him  what  he  was 
going  to  do  and  he  said  he  would  not  sell  it  under  any  considera- 
tion, and  I  encouraged  him  in  that,  and  Mr.  Frick  came  to  me 
and  told  me  that  he  had  heard  also;  then  I  said  to  him  that  I 
think  you  ought  to  tell  Mr.  Hyde  not  to  sell  that  stock  to 
anybody,  and  if  he  does  he  should  not  sell  it  without  letting  you 
know,  and  I  understood  from  Mr.  Frick  that  that  was  what  he 
said.  Q.  Then  you  at  no  time  made  any  effort  to  acquire  Mr. 
Hyde's  stock?  A.  No,  sir.  Q.  And  down  to  the  time  of  the 
report  of  the  Frick  committee  you  encouraged  Mr.  Hyde  in  his 
retention  of  his  stock?  A.  Yes,  sir."  A.  Well,  it  seems  to  me 
that  that  all  bears  out  properly. 

Q.  Of  course,  the  point  is  as  to  what  you  intended  to  say  and 
what  you  had  in  mind.  At  that  time  did  you  have  in  mind  the 
Ryan  interview  ?  A.  Had  not  any  thought  of  it  at  all,  and  I  did 
not  suppose  that  you  had  any  reference  to  the  time  that  Mr. 

O.  Of  course  I  knew  nothing  about  Ryan  interviews  at  that 
time,  and  I  was  asking  a  blanket  question,  and  you  had  in  mind  the 
course  of  the  examination.     A.  That  is  left  all  right. 

O.  I  would  like  to  have  you  state,  Mr.  Harriman,  what  steps 
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you  took  to  prevent  legislation  last  winter  in  the  direction  of 
mutualizing  the  Equitable — what  sort  of  influences  or  sugges- 
tions was  there  emanating  from  you  which  prevented  the  passage 
of  a  bill  to  that  effect,  prevented  the  introduction  of  a  bill  to 
that   effect,  was  it  introduction  or  passage — was  it  introduced? 

THE  CHAIRMAN :  Introduction. 

A.  There  was  threatened  introduction  of  bills  from  time  to 
time  by  what  you  might  term  the  Alexander  faction  or  the  so- 
called  protective  committee,  and  I  had  several  communications 
with  some  of  the  men  at  Albany — men  with  no  interest  in  this 
situation  whatever,  and  unless  it  is  particularly  desired  I  would 
a  little  rather  not  say  it.    If  it  bears  on  this  situation  at  all 

Q.  It  bears  on  this  situation  to  this  extent,  that  one  of  the 
subjects  of  inquiry  is  the  extent  to  which  legislative  action  is 
affected  or  not  affected  by  persons  interested  directly  or  indi- 
rectly in  insurance  companies,  and  I  think  it  will  be  better  for 
you  to  state  fully  just  what  was  done  in  regard  to  that,  inasmuch 
as  the  matter  has  been  mentioned.  A.  Well,  as  I  can  recollect  it 
now — I  have  got  to  be  a  little  careful  about  statements  of  this 
kind 

Q.  Certainly.  A.  And  you  have  to  give  me  a  little  time  about 
it. 

Q.  Certainly,  take  your  time,  Mr.  Harriman.  A.  The  Equita- 
ble Board  of  Directors  had  several  meetings  during  the  Alexan- 
der-Hyde controversy,  and  I  had  been  on  one  of  the  sub-com- 
mittees and  finally  the  second  committee  had  been  appointed, 
the  committee  on  which  I  was  appointed — ^by  the  way,  I  would 
like  to  say  at  that  time  Mr.  Hyde  offered  to  trustee  his  stock  so 
far  as  he  could  and  put  it  out  of  his  power  to  vote  on  it,  just  the 
same  as  Mr.  Ryan  has,  for  five  years,  subject  to  the  control  of 
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the  Board  of  Trustees — ^he  made  that  the  sub-committee.     I 
think  that  is  a  matter  of  record. 

Q.  Yes.  A.  And  finally  the  second  sub-committee  had  made 
a  recommendation  for  mutualization  and  whatever  the  proper 
method  of  carrying  out  such  a  plan  is,  I  don't  remember,  and  I 
don't  know  just  what  it  is,  but  some  action  had  to  be  taken  at 
Albany,  and  it  was  put  in  the  hands  of  some  of  the  lawyers 
to  carry  out,  and  after  agreeing — that  is,  the  Alexander  faction 
— after  agreeing  to  forward  such  action,  I  think  it  is  by  the  State 
Superintendent  of  Insurance  and  the  Attorney  General,  is  it 
not?  Apparently  some  of  the  people,  I  think  some  of  the  law- 
yers who  were  interested  on  the  Alexander  side  went  to  Albany 
to  try  and  prevent  it,  and  Mr.  Piatt,  representing  the  protective 
committee,  went  up  there  with  a  lot  of  affidavits,  and  tried  to 
stop  the  thing  which  had  been  agreed  upon  between  the  two 
factions  in  the  board.  I  was  not  with  either  faction ;  I  was  inde- 
pendent, and  I  think  Mr.  Root  was  there  at  that  time  at  many 
conferences,  and  with  other  people  at  which  he  was  present,  in 
trying  to  protect  the  situation  against  what  we  considered  the 
aggressions  of  what  we  call  the  Alexander  faction.  I  had  the  re- 
ports from  Albany  telephoned  to  me,  and  followed  the  course 
which  the  matter  was  pursuing,  and  had  communication  with 
men  in  a  position  to  know,  and  asked  them  to  inform  me  if  any 
action  would  be  taken  that  would  further  the  attempts  of  what 
I  call  the  Alexander  faction. 

I  was  telephoned  to  several  times  in  confidence,  and  I  do 
not  think  I  ought  to  be  called  upon  to  state  who  they  were. 

Q.  Well,  was  any  legislation  introduced?  A.  I  will  tell  you 
privately,  if  you  want  me  to. 

Q.  It  is  of  no  interest  to  me  personally.  A.  Then  you  can 
see  yourself. 

Q.  It  is  a  matter  of  official  action  here.    A.  Whether  I  ought 
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to  state  or  not — ^I  do  not  want  to  make  sensational  headlines  for 
newspapers. 

Q.  Was  there  any  bill  introduced?    A.  No,  sir. 

Q.  Relating  to  the  Equitable  ?  A.  I  was  informed  that  there 
were  several  attempts  to  have  bills  introduced,  sir. 

Q.  Did  you  request  any  one  not  to  introduce  a  bill  ?  A.  No, 
sir. 

Q.  Did  you  deal  with  any  person  who  so  far  as  you  knew  in- 
tended to  introduce  a  bill  ?    A.  No,  sir. 

Q.  Did  you  deal  with  members  of  the  Legislature  ?  A.  How 
do  you  mean,  deal  with  them?    I  did  not  deal  with  anybody. 

Q.  Did  you  take  steps  with  members  of  the  Legislature  to 
see  that  a  bill  should  not  be  introduced?  A.  I  took  steps  with 
some  members  of  the  Legislature  to  let  me  know  in  case  a  bill 
should  be — an  attempt  should  be  made  to  introduce  a  bill. 

BY  THE  CHAIRMAN : 

Q.  Your  inquiries,  Mr.  Harriman,  as  I  understand  you,  were 
directed  toward  obtaining  information  and  being  apprised  of 
what  was  going  on?    A.  Yes,  sir. 

BY  MR.  HUGHES : 

Q.  Mr.  Harriman,  did  you  get  any  information  that  any  bill 
had  been  introduced?    A.  No,  sir. 

Q.  Or  was  to  be  introduced?    A.  No,  sir. 

Q.  In  other  words,  did  you  take  any  steps  through  your  com- 
munications with  those  persons  to  whom  you  have  referred,  to- 
prevent  the  introduction  of  a  measure?     A.  I  did  not  know  of 
any  bill  that  was  introduced,  therefore  I  could  not. 

Q.  It  did  not  come  to  the  point?  A.  It  did  not  come  to  the 
point  of  preventing  anything. 


5160 


Testimony  of  Edward  H.  Harriman 

Q.  Well,  that  is  what  I  wanted  to  get  at.  Then  your  sugges- 
tions were  wholly  in  the  nature — or  your  interviews  wholly  in 
the  nature  of  inquiries  as  to  whether  legislation  had  been  sug- 
gested or  bills  introduced?  A.  If  there  should  be  any  attempt 
made  to  introduce  bills,  so  that  I  might  take  steps  if  I  thought 
it  desirable. 

Q.  But  you  heard  of  no  such  attempt  ?    A.  No,  sir. 

Q.  So  that  you  did  not  take  any  steps  ?  A.  I  did  not  take  any 
steps. 

Q.  It  is  thought  that  you  should  state  with  whom  you  had 
those  interviews.    A.  Or  communications? 

Q.  Yes.  A.  Well,  I  would  rather  communicate  with  the  par- 
ties themselves  first. 

Q.  Well,  that  would  hardl)'^  affect  the  decision  of  the  com- 
mittee? A.  I  will  tell  you  or  I  will  tell  the  chairman,  and  if 
you  think  that  I  should  do  it  I  will  do  it,  but  I  will  not  make 
sensational  headlines,  as  I  said  before,  just  for  the  purpose  of 
bringing  new  names  into  it. 

BY  THE  CHAIRMAN : 

Q.  Neither  Mr.  Hughes  nor  the  Chairman  wants  to  assume 
any  such  responsibility.  We  are  only  seeking  for  facts.  A.  I 
do  not  think — if  I  thought  it  would  bear  on  this  situation  in  any 
M'ay  whatever,  anything  more  than  satisfying  curiosity — I  don't 
mean  to  impute  curiosity  on  your  part.  But  I  would  do  it  willing- 
ly, because  I  believe  I  could  get  the  consent,  and  they  would  bear 
me  out  in  it. 

Q.  We  feel  that  in  matters  of  this  kind  involving  this  much 
talked  of  subject,  that  the  safer  course  is  to  have  the  utmost  frank- 
ness and  publicity.     A.  That  is  what  I  am  trying  to  do. 

Q.  Without  any  kind  of  reservation,  whether  influences  of  the 
kind  that  the  question  suggested — but  heretofore  we  have  declined 
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to  be  influenced  by  those  considerations,  and  rather  resolved  in 
favor  of  the  greatest  frankness,  than  to  adopt  any  other  course. 
A.  Then  I  will  go  so  far  as  to  say  that  I  communicated  with,  per- 
haps, two  or  three  men  at  Albany,  some  members  of  the  Legis- 
lature and  some  not. 

Q.  We  are  conscious,  Mr.  Harriman,  that  such  communications 
are  of  daily  occurrence  to  every  man  in  the  Legislature?  A.  I 
dare  say  they  .are,  but  not  from  me. 

Q.  No,  but  we  receive  communications  from  our  friends  and 
from  those  whom  we  know,  and  from  those  whom  we  don't 
know,  asking  us  about  early  information  about  legislation  affect- 
ing interests  in  which  they  are  affected;  it  attracts  no  attention 
and  they  are  customarily  replied  to  with  gladness,  of  course,  by 
members  of  the  Legislature.  A.  My  statement  to  them  was  that 
I  feared  an  attempt  would  be  made  to  have  legislation  passed 
to  further  the  interests  of  the  factions  who  were  trying  to  get 
control  of  the  Equitable,  and  that  I  wanted  to  be  apprised  of  it. 
Now,  I  will  not,  this  morning,  go  further  than  that.  I  would 
be  very  glad  to  do  it  if  I — and  I  want  personally  to  be  relieved 
of  having  to  come  here  again,  if  I  can — I  will  go  so  far  as  to 
consult  with  Judge  Lovett  and  Mr.  Cravath,  and  if  they  think 
I  should  do  it,  I  will. 

THE  CHAIRMAN :  I  think  you  had  better,  Mr.  Harriman,  be- 
cause we  want  to  clear  this  matter  up  this  morning. 

The  committee  will  stand  in  recess  until  this  is  over. 

(After  recess  the  committee  reconvened.) 

THE  WITNESS :  What  is  the  question? 

BY  MR.  HUGHES : 
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Q.  With  whom  you  had  these  communications,  or  to  whom  you 
addressed  those  inquiries.  A.  To  the  Speaker  of  the  Assembly 
and  the  Governor. 

BY  THE  CHAIRMAN: 

Q.  You  mean  Governor  Higgins?    A.  Yes,  sir. 

BY  MR.  HUGHES: 

Q.  And  the  late  Speaker  Nixon?    A.  Yes,  sir. 

Q.  Did  you  suggest  anything  to  them  as  to  their  attitude  in 
the  matter?    A.  No,  sir. 

Q.  Or  was  it  anything  more  than  a  mere  inquiry  for  official 
information?  A.  That  is  all,  that  they  should,  if  anything  came 
to  their  notice,  that  they  should  let  me  know  so  that  I  could,  if  I 
thought  desirable,  have  some — ^be  heard  in  the  matter;  not  me 
to  be  heard — that  the  people  in  the  Equitable  that  were  opposed 
to  the  Alexander  faction,  might  have  an  opportunity  to  be  heard. 

Q.  But„  as  I  understand  it,  you  did  not  suggest,  or  request,  or 
intimate  that  either  the  Governor  or  the  Speaker  should  take 
any  position  or  commit  himself  with  reference  to  the  matter,  one 
way  or  the  other  ?    A.  No,  sir. 

Q.  You  simply  wanted  to  be  advised?  A.  I  wanted  to  be  ad- 
vised. 

Q.  And  you  never  were  advised  because  nothing  took  place? 
A.  Nothing  took  place. 

Q.  So  that  all  that  happened  in  effect  was  your  request?  A. 
My  request  that  the  situation  should  be  so  safeguarded  that  I 
might  be  informed  in  case  any  attempts  were  made. 

Q.  Now,  have  you  ever  had  anything  else  to  do  with  insurance 
legislation?    A.  No,  sir. 

Q.  At  any  time?    A.  At  no  time.     I  will  say  this;  I  would 
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like  to  say,  Mr.  Chairman,  that  I  regret  to  have  to  bring  in  espe- 
cially Mr.  Nixon's  name,  as  he  is  not — as  we  all  know  he  died. 

THE  CHAIRMAN :  Mr.  Harriman,  I  think  all  of  us  appreciate 
what  has  actuated  you ;  we  are  only  sorry  you  manifested  reluct- 
ance, because  it  gave  it  an  air,  perhaps,  of  mystery,  that  might 
have  excited  undue  suspicion.  Upon  the  committee  is  Assembly- 
man Rogers,  who  was  the  Republican  Leader  of  the  Assembly 
during  Speaker  Nixon's  speakership,  and  he  personally  knows 
that  such  inquiries  were  of  hourly  occurrence  during  the  session 
of  the  Legislature — has  himself  received  inquiries,  and  knows  that 
Speaker  NixOn  did  get  a  great  many  such  inquiries;  they  are 
perfectly  regular  and  perfectly  proper,  and  no  undue  importance 
attaches  to  them;  and  I  know  that  every  member  of  the  Legis- 
lature— from  my  service  there — is  in  constant  receipt  of  those 
inquiries  and  that  they  attract  no  attention,  and  are  in  no  way 
to  be  criticized.  The  committee  sympathizes,  of  course,  with 
your  desire  to  not  mention  the  name  of  a  man  who  is  dead,  be- 
cause it  might  attract  some  undue  criticism. 

MR.  HARRIMAN :  I  only  hope  that  my  communications  with 
them  will  not  be  put  on  the  same  category  as  the  general  com- 
munications they  receive  continually,  because  I  was  not  in  the 
habit,  and  am  not  in  the  habit,  of  communicating  with  the  mem- 
bers of  any  legislative  body  to  keep  me  informed.  It  is  very 
unusual,  and  it  was  only  in  the  situation  I  found  myself  at  that 
time,  that  I  appealed  to  what  I  considered  the  highest  powers, 
without  mixing  up  with  any  of  the  every-day  matters  that  might 
come  before  the  representatives  there.  And  I  would  like  now  to 
ask  the  press  to  spare  those  men  and  not  to  bring  their  names 
into  it ;  in  their  headlines,  I  mean 

THE  CHAIRMAN :  I  think  that  the  gentlemen  of  the  Press 
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understand,  as  we  do,  that  there  is  no  reason  for  criticism  with 
anything  you  have  stated  in  any  kind  of  way.  We  are  very 
glad  we  understand  it  fully,  and  we  think'  it  better  so. 

MR.  HARRIMAN :  Well,  you  know  that  most  of  the  people 
read  headlines  and  do  not  read  the  testimony  through,  and  they 
get  their  impressions  through  the  headlines,  and  there  are  head- 
line manufacturers  in  connection  with  the  Press.  May  I  be  ex- 
cused ? 

THE  CHAIRMAN :  Yes,  sir. 

MR.  HARRIMAN :    Thank  you. 

HENRY  MOIR,  resumed. 

THE  WITNESS :  Before  beginning,  can  I  make  one  little 
statement  ? 

BY  MR.  HUGHES : 

Q.  Certainly.  A.  You  asked  me  yesterday  if  the  gain  and  loss 
exhibits  were  correct  for  the  last  three  years,  and  I  answered 
that  they  were.     That  means  reasonably  correct. 

Q.  You  are  referring  to  the  last  three  years?  A.  1901,  1902, 
1903  and  1904 — four  years.  That  means  reasonably  correct,  not 
with  mathematical  precision. 

Q.  Why  are  they  not  correct  with  mathematical  precision? 
A.  Because  it  is  practically  impossible  to  make  those  statements 
correct  in  that  way. 

Q.  Why  is  it  impossible  to  make  them  up  precisely?  A.  The 
elements  that  enter  into  the  calculation  are  so  varied  and  peculiar 
and  there  are  changes  take  place — various  changes  take  place  dur- 
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ing  the  year,  and  it  makes  it  practically  impossible  to  get  absolute 
accuracy  in  that  statement. 

Q.  You  have  had  for  a  considerable  time  an  excess  of  expenses 
over  your  loading.  To  what  is  that  due?  In  fact,  it  appears 
from  the  statement.  Exhibit  709,  that  you  have  a  loss  on  load- 
ings since  1895?    A.  Yes. 

Q.  What  is  your  explanation  of  that  ?  A.  Largely  owing  to  the 
commissions  which  will  be  payable  and  general  charges. 

Q.  Commissions  to  agents?  A.  Yes,  the  writing  of  new  busi- 
ness is  an  expensive  matter. 

Q.  Why  is  it  the  expenses  exceeded  your  loadings  in  1904  by 
so  much  larger  an  expense  than  they  did  in  1903?  A.  Because 
the  expenses  for  the  year  1904  were  heavier  than  they  were  in 
1903. 

Q.  That  is  quite  obvious,  but  why  were  they?  A.  I  don't 
know. 

Q.  Was  there  any  particular  class  of  expenses  that  were  heav- 
ier in  1904  than  in  1903?     A.  I  can't  recollect  any  class. 

Q.  Are  these  papers  that  I  now  show  you,  giving  the  net  load- 
ings and  the  first  year  expenses,  your  calculations?     A.  Yes,  sir. 

Q.  And  they  are  complete  and  correct  from  the  books  of  the 
company?    A.  They  are  complete  and  correct  in  that  way. 

MR.  HUGHES :  I  will  read  in  evidence  first  the  statement  of 
net  loadings  and  first  year's  expenses. 

Paper  marked  Exhibit  No.  710  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Have  you  any  loadings  on  the  first  year's  premiums  received 
in  those  two  years  ?     A.  I  have. 

Q.  Will  you  be  good  enough  to  state  them?  A.  Loading  on 
first  year's  premiums  received  in  1903  were  $543,704.  Loadings 
on  first  year's  premiums  received  in  1904  were  $504,613. 

Q.  Are  you  consulted  with  regard  to  the  amount  of  expenses 
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that  can  be  properly  incurred  by  your  company  in  writing  in- 
surance?   A.  I  am  consulted  in  regard  to  agency  commissions. 

Q.  Why  is  it,  then,  that  the  commissions  are  not  fixed  at 
amounts  which  will  enable  you  to  keep  within  your  loadings? 
A.  I  think  the  commissions  are  fixed  at  amounts  which  enable  us 
to  keep  within  our  loadings. 

Q.  Then  what  causes  the  excess  of  expenses  over  your  load- 
ings? A.  The  statement  you  read  contains  a  good  many  other 
items  quite  apart  from  commissions. 

Q.  Yes.     A.  It  is  largely  shown  in  that  statement. 

Q.  Yes,  but  your  medical  fees,  your  agency  supervision  and 
the  other  items  to  which  you  have  referred  are  hardly  capable 
of  reduction,  are  they?  A.  Well,  I  am  not  personally  familiar 
with  the  details  of  the  amounts  that  go -to  make  up  those  items 
I  cannot  say,  therefore,  whether  they  are  capable  of  reduction. 

Q.  Do  you  include  in  the  statement  that  you  have  given  of 
first  year's  expenses  advances,  bonuses  and  any  part  of  the  home 
office  expenses  attributable  to  the  first  year's  business?  A.  Of 
matters  of  that  kind  I  know  nothing.  These  statements  are  taken 
from  our  accounts. 

Q.  Yes,  but  what  we  wanted  was  a  complete  statement  of  the 
first  year's  expenses.  Now,  there  are  in  addition  to  commissions 
bonuses  paid  to  agents,  are  there  not?     A.  I  suppose  so. 

Q.  There  are  advances  made  to  agents?     A.  Yes. 

Q.  Of  course,  you  would  recognize,  as  an  actuary,  that  advances 
made  to  agents  are  to  be  treated  really  as  expenses  of  the  business  ? 
A.  Yes.  With  the  details  of  the  advances  made  to  agents  I  am 
not  familiar. 

Q.  Who  is  responsible  for  the  completeness  of  the  list  of  ex- 
penses— that  is  what  I  want  to  get  at — so  we  can  compare  your 
expenses  with  the  loadings  ?  A.  This  expense  statement  was  made 
up  at  the  particular  request  of  the  Wisconsin  department.  They 
laid  down  certain  lines  on  which  we  should  go.     The  items  are 
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simply  taken  from  our  annual  account  and  entered  there.    They 
told  us  the  lines  to  adopt  in  making  up  that  statement. 

Q.  So  when  you  were  asked  for  your  first  year's  expenses, 
you  took  what  you  should  to  be  reported  to  the  Wisconsin  depart- 
ment, in  accordance  with  their  regulations?     A.  Yes. 

Q.  As  your  first  year's  expenses?    A.  Yes. 

Q.  And,  as  a  matter  of  fact,  you  have  expenses  properly  applica- 
ble to  first  year's  business,  and  in  addition  to  those  that  are  in 
this  exhibit  ?  A.  That  is  true,  and  there  are  some  figures  in  this 
exhibit  which  are  not  properly  applicable  to  first  year's  busi- 
ness. 

Q.  What  are  they?  A.  Take  the  item  advertiaing  and  sta- 
tionery, the  entire  advertising  and  stationery  bill  has  gone  in 
there.  There  is  no  statement  here  for  a  proportion  of  home  office 
expenses.  Part  of  the  home  office  expenses  are  caused  by  writing 
new  business. 

Q.  You  have  said  that  you  had  something  to  do  with  fixing 
the  rate  of  commission.  Is  it  a  fact  that  in  addition  to  the  com^ 
missions  paid,  large  amounts  are  paid  to  agencies  in  the  way  of 
bonuses  and  special  payments  and  advances,  which  go  to  swell 
the  first  year's  expenses?  A.  I  think  that  likely,  but  I  am  not 
familiar  with  the  details  of  it. 

Q.  The  point  is,  are  the  expenses  kept  within  what  the  actuary 
informs  the  management  is  the  proper  limit,  or  do  they  exceed 
that  limit?  A.  Well,  I  cannot  say.  I  have  been  consulted  to 
say  exactly  what  I  considered  the  extreme  limit  of  first  year's  ex- 
pense should  be. 

Q.  Have  you  any  judgment  upon  that  point — do  you  know  now 
what  your  company  ought  to  spend  to  get  new  business — that  is, 
can  afford  to  spend?  A.  I  have  always  made  the  statement  that 
the  endeavor  should  be  made  to  bring  the  expenses  under  the 
loadings. 

Q.  Yes.     Now  what  has  been  done  in  the  direction  of  economy 
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in  order  to  bring  the  expense  within  the  loading?    A.  Well,  mat- 
ters of  that  kind  I  am  scarcely  familiar  with. 

Q.  The  net  result  is  that  you  have  been  consulted  to  the  extent 
and  have  advised  to  the  extent  it  would  be  better  to  keep  within 
the  loading,  and  further  than  that  you  have  not  gone?  A.  Yes, 
sir,  that  is  all. 

Q.  What  is  the  percentage  of  loading?  A.  Perhaps  I  should 
add  I  have  also  been  asked  to  make  a  graded  scale  of  commissions 
applicable  to  different  classes  of  policies,  and  that  I  have  done. 

Q.  Did  you  fix  that  graded  scale  of  commissions,  in  considera- 
tion of  other  expenses  of  the  company,  on  such  a  basis  that  the 
company  could  keep  within  its  loading?    A.  I  did. 

Q.  Then  why  has  the  company  not  kept  within  its  loadings? 
A.  That  I  cannot  answer. 

Q.  Have  they  had  in  operation  the  scale  of  commissions  which 
you  advise?     A.  I  think  so. 

Q.  Then  there  must  have  been  other  expenses  which  you  did 
not  take  into  consideration  which  made  the  expenses  excessive? 
A.  Yes. 

Q.  What  class  of  expenses?  A.  Well,  as  I  have  already  said, 
I  am  not  familiar  with  the  details  of  expenses  in  that  way. 

Q.  Are  you  familiar  with  the  insurance  history  of  the  company 
suiificient  to  tell  us  what  sort  of  policies  were  originally  issued? 
A.  Yes. 

Q.  What  were  they?  A.  Originally  in  the  first  year  or  two 
of  the  company  there  were  a  few  industrial  policies,  I  think,  and 
also  almost  entirely  yearly  renewable  term  policies  from  that  time 
until  about  1896  or  1897. 

Q.  Yearly  renewable  term?    A.  Yes. 

Q.  You  mean  that  in  effect  the  company  was  upon  a  natural 
premium  basis?    A.  Yes. 

Q.  With  the  increasing  cost  of  the  insurance  as  the  age  ad- 
vanced?    A.  Yes. 


S169 


Testimony  of  Henry  Moir 

Q.  And  that  is  increasing  premiums  paid  by  the  insured  ?  A. 
Yes. 

Q.  Was  the  company  successful  upon  that  basis?  A.  I  would 
consider  that  it  was  not  successful. 

Q.  What  was  the  result  at  the  end  of  this  period  to  which  you 
refer — I  take  it  about  1896?    A.  Yes. 

Q.  What  experience  of  the  company  had  it  made  insurance 
gains?  A.  It  had  made  insurance  gains,  but  the  mortality  at  the 
same  time  had  been  rising  very  steadily  from  I  think  about  18S9 
or  1890— about  1890  the  mortality  began  to  show  signs  of  being 
unusually  heavy. 

Q.  It  had  accumulated  by  1894  as  would  appear  here  a  surplus 
of  $764,947,  which  had  fallen  by  the  end  of  1896  to  $492,340. 
Would  the  fact  that  it  had  accumulated  a  surplus  to  the  end  of 
1894  of  $764,947  indicate  that  it  had  been  successful?  A.  That 
item  alone  would  indicate  success. 

Q.  Now  what  items  or  information  have  you  which  would  indi- 
cate the,  contrary  ?  A.  The  growing  mortality  and  the  necessity 
for  increased  premiums. 

Q.  Have  you  a  statement  on  that  subject  so  that  you  can  testify 
precisely  as  to  the  growing  mortality?     A.  I  have. 

Q.  Will  you  give  it  please  and  the  data — and  the  data  you  are 
about  to  give  you  have  taken  from  the  policy  histories  ?  A.  From 
the  records  of  the  company.    Shall  I  read  off  what  I  have  ? 

Q.  Yes.  A.  The  ratio  of  actual  to  expected  losses.  What  year 
shall  I  give? 

Q.  You  have  a  complete  table,  have  you?  A.  I  have  it  from 
1883-1884  to  1903-1904. 

1895  to  1899 — 

Exposure   $20,732,460 

Expected  loss   , 344,896 

Actual  loss 375)500 

Ratio,  0.089. 
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1900  to  1904 — 

Exposures    $79,369,240 

Expected  loss   1,097,871 

Actual  loss 929,220 

Ratio,  0.846. 

Old  Yearly  Renewable  Term — 

Exposures    $16,283,700 

Expected  loss   390.713 

Actual  loss 524,750 

Ratio,  1.343. 

Paid  up.  Terms  Life  and  Endowment 

Exposures    $598,767 

Expected  loss   8,842 

Actual  loss 5,339 

Ratio,  0.604. 

Making  the  total  of  exposures $96,251,207 

Expected  loss   1,497,426 

Actual  loss 1,459,310 

Ratio,  0.975. 

Same  information  by  kinds : 

Yearly  renewable  term  exposure $16,390,000 

Expected  loss   392,109 

Actual  loss    524,750 

Ratio,  1.338. 

Five,  Ten  and  Fifteen  Year  Term — 

Exposures    $4,920,100 

Expected  loss   129,187 

Actual  loss 156,000 

Ratio,  1.208. 
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Twenty  Year  Term  and  Term  to  Age  70 — 

Exposures    $17,781,830 

Expected  loss   230,351 

Actual  loss    263,304 

Ratio,  1. 143. 

Life  Continued  Payment — 

Exposures    $10,873,600 

Expected  loss 183,621 

Actual  loss 175,802 

Ratio,  0.957. 

Q.  I  would  give  the  whole  table  then.     A.  Eighteen  hundred 
and  eighty-three  to  1884,  37.4  per  cent. 

1884-5 70.9  per  cent. 

1885-6 67.3  per  cent. 

1886-7 63.3  per  cent. 

1887-8 78.7  per  cent. 

1888-9 74-0  per  cent. 

1889-90 102. 1  per  cent. 

1890-91 91.4  per  cent. 

1891-92 91.5  per  cent. 

1892-3 86.9  per  cent. 

1893-4 97.3  per  cent. 

1894-5 102.5  per  cent. 

1895-6 107.4  per  cent. 

1896-7 105. 1  per  cent. 

1897-8 96.6  per  cent. 

1898-9 109a  per  cent. 

1899-1900 96.8  per  cent. 

1900-1 90.0  per  cent. 

1901-2 88.8  per  cent. 

1902-3 90.6  per  cent. 

1903-4 94.1  per  cent. 
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Q.  You  prepared  this  statement  of  the  mortality  record  in  1904? 
(Showing  witness  paper.)     A.  I  did. 
Q.  That  is  correct?     A.  That  is  correct. 

MR.  HUGHES :  I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  711  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Then  was  your  ratio  of  actual  to  expected  mortality  for  the 
year  1904  97.5  per  cent?     A.  Yes,  sir. 

Q.  Why  did  not  you  have  a  gain  on  mortality  then?  A.  We 
did  have  a  gain,  a  small  gain. 

Q.  You  are  quite  right.     The  gain  was  $20,331 A.  The 

gain  was  much  less  than  it  was  the  other  year. 

Q.  Being  $193,939  in  1903  and  $173,608  in  1902  ?    A.  Yes. 

Q.  What  is  your  explanation  of  the  small  gain  in  mortality  in 
1904?  A.  As  far  as  I  can  see  it  was  purely  accidental  fluctua- 
tion.   There  is  no  trace  of  the  gain  being  so  small  during  1905. 

Q.  Have  you  a  statement  of  the  amount  of  insurance  now  in 
force  and  its  character?    A.  You  mean  at  the  present  date? 

Q.  Yes.    A.  I  have  not  as  to  its  character. 

Q.  Well,  what  statement  have  you?  A.  I  have  only  a  very 
general  statement  showing  the  amount  in  force  to  be  about 
eighty-eight  or  eighty-nine  million  dollars. 

Q.  But  you  have  not  a  statement  which  shows  the  distribu- 
tion of  that  among  various  kinds  of  policies?    A.  No. 

Q.  Can  you  tell  me  what  kinds  of  policies  you  have  in  force 
now?  A.  There  are  still  some  of  the  old  yearly  renewable  term 
policies. 

Q.  How  many  of  those  approximately?  A.  At  the  end  of 
last  year  some  fifteen  million  dollars.  It  must  be  considerably 
reduced  now. 

Q.  In  dollars?    A.  Yes. 
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Q.  Have  you  made  transfers  of  those  yearly  renewable  terms 
to  other  forms  of  insurance?    A.  Yes,  frequently. 

Q.  Have  you  any  particular  sort  of  policy  which  you  issue  in 
exchange  for  the  yearly  renewable  terrh?  A.  The  one  most 
commonly  issued  is  a  combination  of  term  insurance  with  the 
separation  of  an  endowment  feature  in  it. 

Q.  You  have  that  sort  of  policy?    A    Y^s. 

Q.  Before  we  take  that  up,  in  your  report  of  December  31, 
1904,  the  policies  in  force  at  the  end  of  that  year  are  stated.  Is 
that  an  accurate  statement  of  the  kinds  of  insurance  outstand- 
ing?   A.  It  is  accurate  but  not  very  complete. 

MR.  HUGHES :  I  will  read  that  upon  the  record. 

Whole  life  policies  number  15,626;  amount  $30,113,857. 

Endowment  policies  number  2,904;  amount  $5,326,140. 

All  other  policies,  including  return  premium  additions,  num- 
ber 26,287;  amount  $65,749,451. 

Total  policies  in  force  at  the  end  of  the  year,  44,817;  amount 
$101,189,448. 

Q.  In  what  sense  is  that  not  complete?  A.  In  two  senses. 
The  third  item  there  of  some  $65,000,000  contains  a  large  num- 
ber of  policies  written  with  preliminary  term  feature  and  treated 
as  one  year  term  insurance  the  first  year.  They,  therefore,  go  in 
as  other  classes  for  the  first  year  and  next  year  they  will  pass 
on  as  life,  limited  payment  or  endowment  policies. 

Q.  Have  you  the  form  of  policies  here  which  you  issued  in 
exchange  for  yearly  renewable  term?     A.  I  have. 

(Producing  paper.) 

Q.  When  these  old  natural  premium  policies  were  trans- 
ferred and  these  policies  issued  in  exchange  did  you  take  a 
lien?    A.  In  many  cases,  yes.     In  some  cases  we  take  them  at 
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the  attained  age,  and  let  them  pay  the  premium  for  the  attained 
age  without  any  Hen. 

Q.  Well,  here  is  a  man,  for  example,  insured  in  1886,  on  a 
yearly  renewable  term  basis,  and  he  has  carried  that  poHcy  to 
the  year  1900,  and  then  he  is  paying  the  term  rate  at  his  then 
age.  He  wants  to  exchange.  The  policy  is  one  thousand  dol- 
lars, and  he  was  insured  at  age  40.  What  would  you  give  him  ? 
A.  We  give  him  either  a  policy  of  the  nature  I  have  shown  you 
dated  back  not  more  than  ten  years  from  the  present  time  or 
we  give  him  a  policy  at  his  attained  age,  in  any  form  he 
chooses. 

Q.  Suppose  you  gave  him  a  policy  dated  back  not  more  than 
ten  years.  What  would  be  the  face  of  the  policy?  A.  The 
same  face  policy  as  his  original  policy. 

Q.  What  lien  would  you  put  against  the  policy?  A.  Tenth 
year  reserve. 

Q.  Suppose  he  took  the  policy  at  attained  age?  What  would 
be  the  face  value  of  it?    A.  The  same  face  value. 

Q.  What  lien  would  you  put  against  it?    A.  None,  sir. 

Q;  In  the  latter  case  what  premium  would  he  pay?  A.  The 
premium  for  his  attained  age. 

Q.  And  in  the  former  case?  A.  The  premium  for  his  age 
ten  years  ago. 

Q.  On  a  thousand  dollar  policy  issued  as  I  have  said  in  1885 
or  1886  and  carried  until  1900  what  would  be  the  amount  of 
the  lien  approximately  in  dollars  without  giving  the  exact 
sense,  just  give  the  idea  of  the  amount  of  the  lien.  A.  What 
age  did  you  say? 

Q.  Issued  at  age  40?    A.  Dating  back  to  the  tenth  year? 

Q.  Yes.  A.  For  the  form  of  policy  I  showed  you,  the  lien 
would  be  about  $300. 

Q.  The  Hen  would  be  about  $300?    A.  About  $300. 
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THE  WITNESS:  Mr.  Hughes,  I  should  point  out  also  that 
the  form  of  policy  I  have  shown  you  provides  for  additional 
payments  over  and  above  the  face  value,  whereby  the  lien  would 
be  practically  taken  care  of  for  the  next  ten  years  at  least. 

Q.  What  poHcies  have  you  reserved  the  right  to  raise  rates 
on?    A.  On  all  renewable  term  policies,  as  I  understand  it. 

Q.  Well,  that  rate  is  raised  according  to  the  increase  in  age? 
A.  Yes,  sir. 

Q.  There  is  not  in  that  case  a  payment  upon  a  level  basis 
for  a  period  of  years,  and  then  an  increase?  A.  Well,  there 
is  on  some  of  our  older  policies. 

Q.  Have  you  the  form  of  an  old  policy  which  is  not  a  natural 
premium  policy,  but  which  provides  for  an  increase  in  rates? 
A.  I  have. 

(Producing  paper). 

This  is  the  clause. 

Q.  What  kind  of  a  policy  do  you  show  me?  A.  A  yearly 
renewable  term  policy. 

Q.  Is  this  one  of  the  old  forms?  A.  That  form  was  issued 
about  1891. 

MR  DAWSON:  It  is  not  one  of  the  oldest  forms. 

THE  WITNESS:  The  oldest  forms  provided  for  regularly 
increasing  rates. 

Q.  Give  me  the  form  of  the  Owen  policy?  A.  I  have  the 
Owen  policy,  a  copy  of  it. 

Q.  I  want  the  form  of  your  old  type  of  policy.  Give  me 
the  Owen  form  if  that  is  one.  A.  But  that  does  not  have  the 
provision  that  you  refer  to  whereby  the  premiums  would  not 
increase  yearly. 
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Q.  This  form  you  now  show  me  goes  back  to  1888,  and  it  is 
a  renewable  term  policy?     A.  Yes,  sir. 

MIR.  HUGHES:  I  will  read  the  form  upon  the  record. 

The  Provident  Savings  Life  Assurance  Society  of  New  York. 
No.  25,180.  $2,000. 

Copy  E.  &  O.  E. 

In  consideration  of  the  application  herefor  and  of  the  con- 
ditions and  agreements  on  the  back  of  this  policy,  all  of  which 
are  a  part  of  this  contract,  and  in  consideration  also  of  the 
payment  of  $19.80,  does  hereby  promise  to  pay  to  Christine 
Owen,  wife  of  Nathan  Owen,  the  beneficiary  under  this  policy 
or  to  the  legal  representatives  or  assigns  of  such  beneficiary 
at  its  office  in  the  City  of  New  York  the  sum  of  two  thousand 
dollars  within  ninety  days  after  acceptance  of  satisfactory  proof 
at  its  office  in  the  City  of  New  York  of  the  death  of  Nathan 
Owen,  of  St.  Louis,  State  of  Missouri,  the  insured  under  this 
policy,  provided  such  death  shall  occur  before  twelve  o'clock 
noon,  the  first  day  of  May,  1888.  And  the  said  Society  further 
agrees  to  renew  and  extend  this  insurance  during  each  successive 
quarter  year  from  date  hereof,  upon  the  payment  on  or  before  the 
2 1st  day  of  May,  August,  November  and  February  in  each  suc- 
cessive year  during  the  life  of  the  insured  of  the  premiums  for 
the  actual  age  attained  in  accordance  with  the  schedule  rates 
printed  on  the  back  of  this  policy  on  each  one  thousand  dollars 
insurance,  less  the  return  premiums  awarded  hereon,  subject 
to  the  stipulation  regarding  the  payment  of  premiums  and  extra 
hazardous  occupations,  claim  under  this  policy  by  death  oc- 
curring two  or  more  years  after  its  date  will  be  incontestable 
except  for  fraud  in  obtaining  this  policy. 

In  witness  whereof,  the  Provident  Savings  Life  Assurance 
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Society  has  caused  this  poHcy  to  be  signed  by  its  president  and 
secretary  in  its  office  in  the  City  of  New  York,  on  this,  the 
2ist  day  of  February,  A.  D.  One  thousand  eight  hundred  and 
eighty-eight. 

SHEPARD  ROMANS, 

President. 
WILLIAM  E.  STEVENS, 

Secretary. 

On  the  second  page  appears  the  following  conditions  and 
agreements  referred  to  in  the  body  of  the  policy. 

Section  i,  as  to  the  time  that  the  policy  goes  into  effect. 

Section  2,  as  to  the  payment  of  premiums. 

Section  3,  is  as  follows: 

"Seventy-five  per  cent,  of  the  insurance  portion  of  each  re- 
newal premium  paid  herein  will  be  at  once  deposited  in  the 
Hanover  National  Bank  of  New  York,  or  such  other  bank  as 
may  be  designated  by  the  directors,  and  shall  constitute  the 
death  fund  to  be  used  solely  in  settlement  of  death  claims.  The 
residue,  namely,  twenty-five  per  cent,  thereof,  will  be  deposited 
with  the  Farmers'  Loan  and  Trust  Company,  or  such  other 
depository  as  may  be  designated  by  the  directors  who  invested 
in  such  securities  as  are  authorized  by  law  for  the  investment 
of  trust  companies  as  a  guarantee  fund.  The  surplus  of  amounts 
thus  contributed  by  each  policyholder,  remaining  in  force  at  the 
expiration  of  ten  years  from  its  date  of  issue  and  at  the  end  of 
each  five  years  thereafter,  will  be  applied  to  lessen  future 
premiums,  or  will  be  repaid  in  cash  should  the  assured  at  such 
time  so  elect." 

Section  4,  is  as  to  the  assignment  of  the  policy. 

Section  5,  is  as  follows: 

"This  form  of  policy  may  be  exchanged  at  any  time  after  the 
insured  attains  the  age  of  sixty  years  for  one  on  the  level  or 
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uniform  premium  plan,  for  the  same  amount  at  the  unchanging 
rate  for  the  then  actual  age  attained,  as  printed  below,  level 
premiums  to  secure  one  thousand  dollars  at  death,  other 
amounts  in  the  same  proportion." 

Then  follows  a  table  of  amounts  to  be  paid  at  age  sixty  to 
sixty-five,  inclusive. 

Then  a  table  of  the  maxiura  rates  of  premiums  to  be  reduced 
in  each  case  by  the  surplus  portion  of  preceding  payments,  not 
needed  for  the  death  fund,  and  the  guarantee  fund^  as  per 
contract  to  renew  and  extend  the  insurance  of  one  thousand 
dollars,  other  amounts  in  the  same  proportion. 

After  the  table  the  following  statement  is  found.  The  ex- 
pense portion  of  each  premium  included  in  the  above  rates  is 
limited  to  four  dollars  per  annum  on  each  one  thousand  dol- 
lars insurance.  The  residue  is  the  insurance  portion  of  the 
premium. 

The  next  page  contains  a  copy  of  the  application. 

Q.  Now,  that  policy  was  taken  out  in  the  Owen  case  on 
February  21,  1888,  on  the  life  of  Nathan  Owen,  age  fifty  seven 
for  the  amount  of  two  thousand  dollars?    A.  Well,  that  is  right. 

Q.  Did  you  on  March  25,  1905,  receive  a  letter  from  the  at- 
torneys of  the  owner  of  that  policy  ?  A.  A  letter  dated  March 
25,  received  March  27. 

Q.  From  Block,  Sullivan  &  Erd?    A.  That  is  right. 

MR.  HUGHES:  Inasmuch  as  the  correspondence  I  am  about 
to  read  deals  with  a  class  of  policies  in  an  illuminating  way,  it 
is  deemed  advisable  to  put  it  upon  the  record,  and  in  that  event 
time  will  be  saved.  I  will  read  this  letter,  and  offer  it  in  evi- 
dence. 

(Paper  marked  Exhibit  No.  712). 
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Mr.  Hughes  then  read  Exhibit  No.  712. 

Q.  This  is  the  company's  reply  by  you  as  actuary?    A.  It  is. 

MR.  HUGHES :  I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  713.) 

Mr.  Hughes  then  read  Exhibit  No.  713. 

Q.  To  that  you  received  an  answer  under  date  of  April  19, 
1905?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  the  same  in  evidence. 

Paper  marked  Exhibit  No.  714  and  read  in  evidence. 

Q.  To  that  you  answered  as  follows  ?    A.  Yes. 
MR.  HUGHES :  I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  No.  715.) 

Mr.  Hughes  then  read  Exhibit  No.  715. 

Q.  Is  that  the  letter  in  answer?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  No.  716.) 

Q.  Before  I  continue  with  this  letter,  let  me  ask  you  have 
you  had  a  good  deal  of  trouble  with  policyholders  holding  this 
class  of  policies?  A.  We  have  had  a  good  deal  of  correspond- 
ence. 
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Q.  Have  you  had  litigation?    A.  I  think  so. 
Q.  In  a  number  of  States? 

MR.  GILBERT :  What  kind  of  poUcies  do  you  refer  to,  to 
that  kind  of  form  ? 

MR.  HUGHES :  This  kind  of  policy  providing  for  a  guarantee 
fund. 

MR.  GILBERT :  I  do  not  remember  any  action  resulting  from 
that  kind  of  policy. 

MR.  HUGHES:  I  understood  that  this  was  a  typical  case. 

MR.  GILBERT :  It  may  be  a  typical  case,  but  we  have  not  had 
any   litigation,   I   think. 

MR.  HUGHES :  The  point  that  I  desire  to  bring  out  is  this,  so 
far  as  this  relates  to  this  twenty-five  per  cent,  feature 

THE  WITNESS :  We  have  only  a  small  number  of  policies 
on  that  feature. 

Q.  Outstanding?    A.  Yes. 

Q.  But  you  have  had  a  great  deal  of  difificulty  with  them,  have 
you?     A.  I  think  not. 

MR.  HUGHES :  I  will  read  this  letter. 

Q.  To  which  you  replied  under  date  of  May  25,   1905,  the 
concluding  letter?    A.  Yes. 


5181 


Testimony  of  Henry  Moir 


MR.  HUGHES :  I  offer  the  same  in  evidence.  :    1 1;  -^ 


(Paper  marked  Exhibit  No.  717).  '  "'.;1 

Mr.  Hughes  then  read  Exhibit  No.  717. 

THE  CHAIRMAN :     We  will  take  a  recess  until  2.30  o'clock 
sharp  this  afternoon. 


AFTER  RECESS. 

HENRY  MOIR,  resumed. 

THE  WITNESS :  Mr.  Hughes,  I  should  explain  the  mortality 
rates  which  you  read  on  the  record  are  not  mortality  rates  ap- 
plicable to  individual  policies  used  in  calculating  the  share  of 
death  losses.  The  reason  for  that  is  all  our  policy  contracts 
exclude  the  first  year  from  the  computation.  You  will  observe  it 
in  reading  the  policy. 

BY  MR.  HUGHES : 

Q.  In  this  correspondence  with  the  attorneys  for  the  owners  of 
the  Owen  policy,  you  stated  that  the  actual  mortality  exceeded  the 
expected  and  therefore  the  death  fund  'was  not  sufficient  to  meet 
the  policy's  share  of  the  actual  death  losses  experienced  by  the 
society.  Now,  that  was  not  true  so  far  as  the  general  experience 
of  the  company  was  concerned,  your  actual  mortality  had  not 
exceeded  your  expected  mortality,  taking  the  aggregate  of  your 
policies?  A.  It  exceeded  the  expected  mortality  on  which  the 
premium  charges  were  originally  based,  because  Mr.  Homans  based 
those  original  charges,  if  my  memory  is  right,  on  80  per  cent,  of 
the  American  experience.  He  did  not  base  it  on  the  full  mortality 
rates  of  the  American  mortality  table,  but  on  80  per  cent. 

Q.  My  question  was  the  actual  mortality  had  exceeded  the  ex- 
pected mortaHty  on  policies  taken  as  a  whole  ?  A.  On  some  years 
it  did,  on  others  not. 

Q.  So  that  when  you  referred  to  the  excess  of  the  actual  mor- 
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tality  in  this  letter  you  are  dealing  with  a  given  class  of  policies? 
A.  Largely  so. 

Q.  And  the  practice  of  your  company  was  to  set  aside  a  certain 
class  of  policies  and  compute  th^  mortality  with  reference  to  them? 
A.  Well,  from  the  year  1889  we  have  not  separated  them;  but  the 
custom  has  always  been  in  accordance  with  the  policy  contract  to 
throw  out  the  first  year's  mortality.  The  first  year's  mortality  is 
invariably  light — the  first  year's  experience  of  the  policy  and  the 
throwing  out  of  that  makes  it  necessarily  fall  more  heavy  on  the 
subsequent  years. 

Q.  Did  you  not  take  the  policies  of  which  the  Owen  policy  is  a 
type  and  put  them  in  a  class  by  themselves  in  determining  the 
mortality  results?    A.  Not  directly. 

Q.  How  did  you  do  it  indirectly?  A.  The  policies  prior  to 
1889  are  treated  in  a  class  practically  by  themselves. 

Q.  How  are  they  treated  in  a  class  by  themselves?  A.  For 
years. 

Q.  For  how  many  years  ?  A.  Since  ever  I  had  to  do  with  the 
calculation. 

Q.  And  from  your  examination  of  prior  calculations  do  you 
know  whether  they  were  so  treated  previously  ?  A.  I  have  tried 
to  examine  prior  calculations,  but  can  scarcely  do  so  because  the 
records  are  so  incomplete.  I  should  further  add  that  the 
mortality  records  are  the  only  complete  records  in  our  actuarial 
department  that  I  have  been  able  to  use  with  the  exception  of 
the  valuation  book — the  valuation  book  records  and  mortality 
records  are  almost  the  only  complete  records  that  I  can  find. 

Q.  But  you  drew  on  the  guarantee  fund  mentioned  in  the 
Owen  policy  for  the  payment  of  death  claims  because  you 
treated  policies  of  that  class  by  themselves  and  in  that  way  ar- 
rived at  the  conclusion  that  the  actual  mortality  exceeded  the 
expected?    A.  Yes. 

Q.  Meanwhile  these  policyholders  went  on  paying  their  pre- 
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miums,  assuming  that  at  the  end  of  the  decade  they  would  have 
a  distribution  of  the  25  per  cent?    A.  Yes. 

Q.  Now  you  have  spoken  of  another  form  of  policy  where 
there  was  a  clause  providing  for  an  increase  of  the  rates.  Now 
have  you  raised  the  rates  on  the  policy  of  the  type  I  now  show 
you  (showing  witness  policy)?  A.  Yes,  I  think  in  every  in- 
stance. 

MR.  HUGHES :  I  will  offer  this  in  evidence. 

Policy  marked  Exhibit  718  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  When  was  that  policy,  if  you  know,  first  issued?  A.  In 
1893.  I  find  on  consulting  the  records  here  that  increases  were 
not  made  under  that  form  for  certain  ages  under  forty,  but  they 
were  always  made  for  ages  at  entry  forty  and  over. 

Q.  Explain  exactly  what  you  mean  by  that,  the  first  statement 
is  that  increases  were  not  made  at  ages  under  forty?    A.  Yes. 

Q.  You  mean  at  ages  under  forty  you  charged  the  rate  stated 
in  the  schedule  ?  A.  Charged  the  rate  for  the  age  of  entry  and 
the  surplus  under  the  policy  has  been  sufficient  to  maintain  that 
rate  up  to  the  present  time. 

Q.  You  then  charged  the  premium  recited  on  the  first  page — 
first  premium  for  the  first  year?    A.  Yes,  sir. 

Q.  And  you  have  maintained  that  in  cases  of  ages  under 
forty  to  the  present  time?    A.  Yes. 

Q.  The  accumulations  being  sufficient  to  make  an  increase 
unnecessary?    A.  That  is  so. 

Q.  Now,  at  ages  of  forty  and  over,  what  have  you  done  ?  A. 
We  had  to  increase  the  rates  because  the  surplus  at  both  ages 
was  not  enough. 

Q.  How  did  you  increase  the  rates,  I  mean  to  what  extent? 
A.  Shall  I  read  a  typical  example  ? 

Q.  Yes.     Have  you  a  record  of  policies  before  you?     A.  I 
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have  a  record  of  each  fifth  age,  similar  to  the  schedule  I  sub- 
mitted to  you  in  the  other  evidence. 

Q.  Go  on.  A.  Take  the  year  of  issue  1893,  age  of  entry  fifty, 
premiums  charged  in  1893,  1894,  1895  and  1896,  were  $22.64  per 
thousand.  The  next  year,  $26.70,  the  same  the  second  year. 
The  following  year  $31.14  for  two  years.  The  year  following 
that  $34.04,  which  is  the  rate  up  to  date. 

Q.  How  do  those  compare  with  the  rates  stated  in  the  sched- 
ule ?    A.  They  are  far  within  the  schedule  rates  in  every  case. 

Q.  Now,  I  call  your  attention  to  a  letter  received  from  Mr. 
H.  Clay  Evans,  formerly  Counsel  General  at  London,  addressed 
to  the  Chairman  of  the  Committee,  in  which  he  says,  "I  invite 
your  attention  to  the  Provident  Savings  Life  Society,  of  New 
York,  29  Broadway.  I  insured  here  with  their  agent,  taking 
policy  No.  31,768,  and  paid  $202.60  for  ten  years ;  was  issued  by 
their  agent,  E.  J.  Duffy,  who  is  still  resident  here,  that  my  policy 
was  a  straight  life  policy,  no  dividends,  no  assessments,  and  rate 
will  be  the  same,  no  more,  no  less.  I  paid  ten  annual  premiums 
of  $202 ;  then  my  rate  was  raised  twenty-five  per  cent,  per  an- 
num, and  they  claimed  a  right  to  raise  it  any  time." 

Now,  what  sort  of  a  policy  did  Mr.  Evans  have?  A.  I  can 
only  assume  that  it  was  one  of  the  form  that  you  have  read. 

Q.  Can  you  identify  it  in  the  record  ?  A.  I  cannot  identify  the 
individual  policy.  If  I  had  known  the  policy  number  I  could 
have  done  so  from  the  record. 

Q.  Have  you  raised  the  rates  on  any  other  policies  than  those 
of  the  form  Exhibit  No.  718?  A.  Yes,  and  similar  forms  repre- 
senting the  only  forms  on  which  premiums  have  been  raised  in 
that  way. 

Q.  What  do  you  mean  by  similar  forms  ?  A.  Slight  variations 
in  the  wording.  For  example,  I  observe  in  your  reading  there, 
you  read,  "the  amount  so  retained  on  account  of  this  policy 
will  be  used  toward  offsetting  the  increasing  in  premiums."    The 
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next  form  that  was  issued  changed  that  clause  a  little,  saying, 
"the  amount  so  retained  will  be  used  toward  offsetting  the  other- 
wise unavoidable  increase." 

Q.  Have  you  that  form  ?    A.  I  am  afraid  not. 

Q.  The  language  was  used  to  offset  the  otherwise  unavoidable 
increase.  There  is  a  letter  from  a  gentleman  in  Illinois,  who 
says : 

"In  connection  with  the  present  investigation  of  life  insur- 
ance companies,  I  respectfully  submit  the  enclosed  policy,  taken 
out  May  nth,  1886,  and  on  which  the  premiums  have  increased 
from  $7.94  per  quarter  to  over  $40.00  per  quarter.  This  makes 
the  premium  rate  absolutely  prohibitive,  and  the  company  re- 
fuses to  pay  any  surrender  value  for  the  policy.  The  company 
represented,  through  their  agent,  when  the  policy  was  returned 
that  the  rate  of  premium  would  not  materially  increase,  but  that 
the  dividends  would  keep  them  down.  The  dividends  have  been 
absolutely  ridiculous." 

Now,  what  sort  of  a  policy  does  that  refer  to  ?  A.  This  is  an 
older  form,  yearly  renewable  term,  more  nearly  like  the  policy 
of  Owen. 

Q.  Nearly  like  the  Owen  policy?  A.  I  think  it  is  different 
in  several  respects  from  that  policy. 

Q.  Why  have  you  found  it  impossible  to  keep  the  rates  down 
in  connection  with  policies  at  age  40  or  over,  under  form  Ex- 
hibit 718?  A.  Because  the  mortality  presented  affects  older 
ages  more  than  it  does  younger,  and  an  increase  therefore  is 
more  effective  when  the  mortality  rate  is  say  twenty  dollars  per 
thousand  than  it  is  when  the  mortality  rate  is  only  ten  per  thou- 
sand. 

Q.  Did  you — ^when  I  say  you  I  do  not  refer  to  you  personally. 
A.  I  understand. 

Q.  But  did  the  company,  in  fixing  the  rate  on  this  form  of 
policy,  use  the  American  experience  table  ?    A.  Yes. 
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Q.  And  if  you  had  given  the  policyholders  the  benefits  without 
dividing  them  into  classes  you  would  not  have  exceeded  in  your  ex- 
perience the  table  on  which  the  rates  were  based?  A.  No,  that 
is  not  used.  All  policies  issued  after  1889  are  treated  in  one 
class. 

Q.  These  policies  were  issued  before  1889?  A.  Those  poli- 
cies were  issued  before  1889.    The  dividing  line  was  1889.' 

Q.  Why  was  that  dividing  line  first  drawn  in  that  year  1889? 
A.  It  was  drawn — no,  it  was  drawn  largely  on  my  recommenda- 
tion on  examining  the  classes  of  contracts  that  were  issued,  and 
seeing  that  in  1889  certain  policies  were  issued  stating  that  the 
mortality  of  the  Society  would  be  used  in  computing  the  pre- 
mium. 

Q.  So  that  some  time  since  1901  that  line  was  drawn?  A. 
That  is  right. 

Q.  About  what  time?  A.  I  think  1902.  Since  that  date  the 
difference  has  been  made. 

Q.  Then  down  to  1902  you  had  dealt  with  all  your  policies 
on  the  basis  that  the  policyholder  was  entitled  to  the  benefit 
of  the  entire  experience  of  the  company  ?  A.  Yes,  but  I  cannot 
speak  for  the  method  of  calculation  formerly  used. 

Q.  Yes,  but  so  far  as  you  knew  that  was  the  case  ?  A.  As  far 
as  I  know  that  was  the  case ;  yes,  sir. 

Q.  And  since  1902  you  have  adopted  the  same  policy  except  as 
to  policies  issued  prior  to  1899?    A.  That  is  so. 

Q.  But  as  to  policies  issued  prior  to  1889,  you  have  divided 

them  into  classes A.  No,  we  have  treated  them  all  prior  to 

1889  as  one  class. 

Q.  Yes,  you  have  made  one  class  prior  to  1889?    A.  Yes. 

Q.  Upon  what  language  of  the  policy  of  the  forms  that  have 
been  shown  here  did  you  base  that?  A.  I  think  you  have  not 
read  one  of  the  policies  on  which  I  did  base  that. 

Q.  Take  the  Owen  policy,  for  example — upon  what  language 
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in  that  policy  did  you  base  that  right  of  segregation?  A.  This  is 
January,  1887,  I  observe.  Therefore  it  comes  in  the  old  series. 
The  new  series  began  with  a  policy  of  which  I  will  read  one  of 
the  clauses. 

Q.  I  am  calling  attention  to  the  old  series,  since  it  is  the  old 
series  which  you  put  in  a  class  by  themselves  in  1889.  What 
clause  was  there  in  the  policy  which  justified  that  action;  what 
right  had  you  to  pick  out  policies  back  of  1889  and  say,  we  will 
treat  them  as  a  separate  class,  and  treat  them  accordingly  and 
raise  the  rates  if  the  mortality  exceeds  the  expected  rate?  A. 
The  absence  of  anything  in  the  policy  and  the  provisions  of  a 
different  clause  in  subsequent  policies  seem  to  draw  a  dividing 
line  at  that  date. 

Q.  The  subsequent  clause  was  introduced  when?    A.  1889. 

Q.  There  was  nothing  in  the  policies  then  prior  to  that  time 
upon  which  you  justified  it,  but  it  was  because  of  the  absence 
of  what  was  subsequently  included?    A.  Yes,  sir. 

Q.  Tell  me  what  was  subsequently  included?  A.  I  am  afraid 
I  will  have  to  do  it  from  memory.  (Referring  to  papers.)  A 
clause  in  certain  policies  reading  as  follows : 

"Provided  the  mortality  in  this  Society  shall  be  as  favorable 
in  the  future  as  it  has  been  in  the  past  in  the  largest  and  best  of 
the  other  companies  (thus  far  it  has  been  more  favorable)  this 
insurance  will  be  extended  and  renewed  during  the  whole  ex- 
pectation or  probable  lifetime  of  the  insured  at  the  rates  of  prem- 
ium charged  for  the  first  year  only  of  the  policy.'' 

Q.  And  this  was  put  in  force  in  1889?    A.  Yes,  sir. 

Q.  Was  it  a  true  statement  that  the  mortality  in  the  Society 
had  been  up  to  that  time  more  favorable  than  in  the  largest  and 
best  of  other  companies.  A.  I  think  so,  as  far  as  I  have  seen, 
that  is  a  true  statement. 

Q.  And  because  that  clause  was  put  in  the  policies  issued 
after  1889  you  testified  the  setting  aside  of  the  earlier  policies 
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and  treating  their  mortality  upon  an  independent  basis?    A.  Yes, 
that  is  so. 

O.  Suppose  you  had  left  those  policies  as  they  were  before, 
entitled  to  the  benefit  of  the  general  experience  of  the  company, 
would  it  have  been  necessary  to  raise  the  rates?  A.  The  rates 
under  these  old  policies  are  increased  every  year  as  a  matter  of 
course.  It  only  affects  the  dividend  or  calculation  at  the  end  of 
a  five  year  period. 

Q.  You  have  spoken  of  an  increase  in  rates  due  to  increased 
mortality.  Would  that  have  been  necessary  if  you  had  left  the 
policies  to  share  in  the  general  experience  of  the  company  in- 
stead of  segregating  them  ?    A.  Yes,  it  would  have  been. 

Q.  To  the  same  extent?  A.  Exactly  to  the  same  extent.  We 
have  attained  the  same  schedule  of  increases  since  the  date  of 
Shepard  Romans. 

Q.  I  do  not  think  you  understand  me,  because  if  that  were  so 
it  would  not  have  been  necessary  for  you  to  make  the  segrega- 
tion. I  have  asked  you  with  reference  to  the  increase  of  rates 
on  policies  put  in  a  class  by  themselves  issued  prior  to  1889, 
which  you  have  said  was  due  to  the  increased  mortality  under 
policies  of  that  class.  Now,  if  they  have  not  been  put  in  a  class 
by  themselves  the  increase  would  not  have  been  as  great?  A. 
Excuse  me.  I  do  not  think  I  said  the  increase  in  the  rate  was 
due  to  increased  mortality  in  that  class. 

Q.  To  what  was  it  due?  A.  The  increase  is  due  to  the  in- 
crease that  has  been  every  year  by  those  policies. 

Q.  You  have  not  increased  them  after  age  forty?  A.  You 
are  speaking  of  another  class.  You  read  on  the  policy  of  1893, 
on  which  the  rates  have  not  been  increased  under  age  forty,  but 
this  old  form  you  are  now  speaking  is  a  form  where  the  rate  has 
been  increased  every  year,  and  the  only  effect  of  the  change  of 
the  allocation  of  these  policies  is  to  change  the  dividend  ques- 
tion, the  surplus  question. 
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Q.  Now,  Mr.  Evans  says  he  took  a  policy  and  paid  $202 
premium  for  ten  years,  and  then  his  rate  was  raised  25  per  cent. 
That  is  a  case  where  the  rate  was  raised  25  per  cent,  upon  a  pol- 
icy issued  before  1889.  Why  was  it  done?  A.  Was  this  policy 
issued  prior  to  1889? 

Q.  Well,  if  he  paid  premiums — well,  I  am  not  sure  of  that;  no. 
A.  I  do  not  think  it  is  possible. 

Q.  You  do  not  think  it  was?    A.  No. 

Q.  Did  you  raise  the  rates  on  policies  issued  prior  to  1889 
because  of  an  increased  mortality?  A.  I  can  answer  the  ques- 
tion whether  it  was  issued  prior  to  1889.  (Referring  to  paper.) 
This  policy  was  certainly  issued  after  1890,  I  know,  by  the  policy 
number. 

Q.  Then  you  can  answer  the  question  whether  you  did  raise 
the  rates  of  policies  issued  before  1889  because  of  the  increase 
in  the  mortality  rate  on  those  policies?  A.  We  did  not.  Those 
premium  rates  increased  naturally  and  every  year  in  accordance 
with  the  schedule  which  has  been  in  use  for  years  in  the  society. 

Q.  Why  did  you  put  them  in  a  class  by  themselves  ?  A.  For 
dividend  distribution  only. 

Q.  Then,  instead  of  an  increase  in  rates,  there  was  a  decrease 
in  dividends?    A.  Yes. 

Q.  And  as  the  dividends  went  against  the  premiums,  in  effect 
the  insured  had  to  pay  more?    A.  That  is  so. 

Q.  What  was  the  reason  for  doing  that;  why  did  you  put 

those  in  a  class  by  themselves  for  that  purpose?    A.  Because 

they  all  along  have  proved  so  very  expensive  policies  to  carry. 

Q.  For  what  reason?    A.  The  heavy  mortality  to  which  they 

were  subject. 

Q.  There  we  are  again.  Then  you  did,  as  I  understand,  put 
those  policies  in  a  class  by  themselves  because  of  the  heavy  mor- 
tality?   A.  Yes,  sir. 


S191 


Testimony  of  Henry  Moir 

Q.  And  if  they  had  not  been  put  in  a  class  by  themselves  it 
would  not  have  been  necessary  to  reduce  the  dividends  at  least 
to  the  same  extent?  A.  Not  to  the  same  extent,  but  many  of 
these  dividends  were  paid  at  the  end  of  a  ten  year  period  and 
before  this  separation  was  made. 

Q.  Yes,  but  after  the  expiration  of  the  ten  year  period?  A. 
The  dividends  after  the  expiration  only  depends  on  the  five  years 
next  succeeding. 

Q.  You  had  this  heavy  mortality  when  you  treated  these  pol- 
icies as  a  class,  and  you  put  them  in  a  class  in  order  that  you 
could  compute  the  mortality  on  the  class  taken  by  itself?  A. 
Yes. 

Q.  And  the  result  was  to  give  the  policyholder  much  less  fa- 
vorable results  in  dividends  than  he  would  have  received  than 
had  he  been  entitled  to  the  general  experience  of  the  company? 
A.  Yes. 

THE  CHAIRMAN:  I  may  be  obtuse,  but  I  do  not  under- 
stand how  the  witness'  testimony  and  the  statement  of -that  1889 
policy  can  both  stand.    Do  you? 

MR.  HUGHES:  What  statement  do  you  refer  to? 

THE  CHAIRMAN:  The  statement  that  provided  the  rate- of 
mortality  continues  to  be  as  favorable  as  it  has,  with  a  parenthet- 
ical statement  that  thus  far  it  has  been  more  favorable  than  in 
large  companies. 

MR.  HUGHES:  You  mean  you  do  not  understand  how  that 
justified  the  separate  class  ? 

THE  CHAIRMAN:  The  witness  states  that  the  segregation 
of  these  policies  before  1889  was  because  of  a  higher  mortality 
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in  that  class;  then  in  1889  they  issued  a  policy  making  a  bald 
statement  apparently  that  thus  far  their  rate  of  mortality  has 
been  lower  than  in  any  other  old  line  company. 

MR.  HUGHES:  I  think,  Mr.  Chairman,  that  one  statement 
the  witness  made  should  be  taken  into  consideration  in  that  con- 
nection, that  the  line  was  drawn  in  1902,  the  separation  was 
made  in  1902.  And  I  understood  him  to  say  that  the  rate  of 
mortality  was  then  ascertained  to  have  been  greater,  and  for  the 
purpose  of  division  he  took  the  existence  of  this  class  in  poli- 
cies existing  in  1889  as  a  justification  for  the  separation  of  poli- 
cies into  two  classes,  those  issued  before  1889  and  those  after. 

THE  CHAIRMAN :  A  statement  was  ntltde  in  1889,  was  it 
not? 

MR.  HUGHES:  Yes. 

THE  CHAIRMAN:  From  the  facts  as  apparent  by  the  tes- 
timony of  this  witness,  the  statement  was  true  or  was  not  true. 

Q.  How  is  that?  A.  I  think  the  statement  was  true.  It  was 
in  1889. 

BY  THE  CHAIRMAN: 

Q.  How  could  it  have  been  true  m  view  of  the  answer  to  one 
of  your  questions,  that  the  reason  for  segregating  these  policies 
was  because  of  the  high  rate  of  mortality?  A.  Because  the  rate 
of  mortality  since  1889  has  increased  very  rapidly,  and  specially 
on  those  old  policies.    Perhaps  I  should  explain 

MIR.  HUGHES:  I  understand  the  witness'  statement  to  be 
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that  looking  in  1902  to  the  policies  issued  prior  to  1889  he  found 
a  higher  rate  of  mortality.  Then,  instead  of  treating  those  pol- 
icies as  they  had  been  previously  treated,  as  entitled  to  the  bene- 
fit of  the  company's  experience  as  a  whole,  he  took  occasion,  by 
reason  of  this  clause  inserted  in  policies  issued  in  the  year  1889 
and  subsequently,  to  draw  a  line  separating  those  policies  from 
the  policies  issued  later  and  thereby  diminished  the  returns  to 
the  earlier  policyholders. 

THE  CHAIRMAN:  Do  I  understand  that  the  high  rate  of 
mortality  developed  after  1889? 

MR.  HUGHES:  That  is  what  I  understand  the  witness  to 
say.  _1  • 

THE  WITNESS:  That  is  so;  yes,  sir. 

THE  CHAIRMAN :  And  prior  to  1899  there  was  no  excess  in 
mortality  ? 

THE  WITNESS:  That  is  right.  Perhaps  I  should  explain 
further  that  when  I  came  to  examine  these  contracts  it  seemed  to 
me  that  the  yearly  renewable  term  policies  should  be  treated  in  a 
class  by  themselves,  when  I  came  with  the  Provident  Savings  and 
examined  the  policy  contract  I  found  that  could  not  be  properly 
done  because  of  this  clause  in  several  of  the  policies,  and  that  is 
what  put  it  into  my  mind  that  it  was  right  to  draw  a  dividing  line 
in  that  way. 

BY  MR.  HUGHES: 

Q.  The  result  of  that  was  to  benefit  the  present  administration 
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by  showing  better  returns  for  later  years?     A.  Not  the  present 
administration,  because 

Q.  Well,  I  mean  the  policies  since  1889?     A.  Since  1889,  yes. 

Q.  So  that  it  comes  to  this  point,  as  to  whether  these  words  in- 
cluded in  this  policy  furnished  any  reasonable  grounds  for  that 
discrimination.     That  is  what  it  comes  to?     A.  Yes. 

Q.  Those  words  are  "provided  the  mortality  in  this  society  shall 
be  as  favorable  in  the  future  as  it  has  been  in  the  past  in  the  largest 
and  best  of  other  companies  (thus  far  it  has  been  more  favorable) 
this  insurance  'will  be  extended  and  renewed  during  the  whole  ex- 
pectation of  probable  lifetime  of  the  insured  at  the  rate  of  premium 
charged  for  the  first  year  of  the  policy."  What  is  there  in  that 
which  justified  your  dealing  with  earlier  policies  on  any  different 
basis?  A.  There  is  the  introduction  of  the  clause  for  the  first 
time,  which  makes  it  clear  that  these  policies  have  to  be  treated 
with  other  policies  of  the  society. 

Q.  These  policies  have?  A.  These  policies  have  to  be  treated 
with  other  policies  of  the  society. 

Q.  But  you  do  not,  you  treat  them  only  with  those  issued  after 
1889.  You  did  not  treat  the  policies  issued  in  1889  with  others  of 
the  society,  but  only  with  those  of  the  class  which  you  have 
created  ?  A.  As  a  matter  of  fact,  we  treat  them  with  those  of  the 
society.     We  take  the  whole  class 

Q.  And  take  these  out  of  them?  Now,  that  has  led  to  a  con- 
siderable confusion  among  your  policyholders,  has  it  not,  that  in- 
crease in  rate  ?  A.  I  think  not,  because  this  was  the  introduction 
of  an  entirely  new  kind  of  policy  with  the  provision  of  allocation 
of  surplus  in  an  entirely  different  way.  Under  the  old  policies  the 
premiums  were  increased  annually,  as  a  matter  of  course,  as  I  ex- 
plained before. 

Q.  Then,  on  the  policies  issued  after  1889  you  did  not — when  I 
say  you,  I  mean,  of  course,  your  company,  for  you  were  not  with 
the  company  before  1901 — your  company  did  not  anticipate  that 
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increase  would  be  required?  It  appears  from  Mr.  Evans'  letter, 
and  the  statement  of  the  agent.  A.  I  am  afraid  I  do  not  under- 
stand the  question  altogether. 

Q.  It  appears  that  the  agent  represented  to  Mr.  Evans  that 
there  would  be  no  increase.  A.  The  policy  states  that  the  policy 
has  to  be  used  to  maintain  the  premiums  level  as  far  as  it  possibly 
will  go. 

Q.  And  it  was  anticipated  that  that  surplus  would  be  sufficient 
to  keep  them  level  ?  A.  It  was  anticipated  that  the  surplus  would 
be  sufficient  to  keep  them  level  during  the  expectation,  but  not 
thereafter. 

Q.  During  what  expectation?  A.  During  the  expectation  of 
life.     That  is  not  for  the  whole  duration  of  the  policy. 

Q.  Yes,  but  here  is  a  policy  that  is  apparently  within  the  ex- 
pectation.    A.  I  do  not  know  the  age  of  this  policyholder. 

Q.  Can  you  find  out  ?    A.  We  can  find  out. 

MR.  GILBERT :  I  will  send  and  find  out.  What  is  the  num- 
ber? 

MR.  HUGHES :  No.  37,768. 

Q.  The  point  is,  you  put  in  your  policies  a  clause  that  a  surplus 
would  be  applied  so  as  to  offset  an  increase  of  premiums,  at  least 
so  far  as  it  was  available  ?    A.  Yes. 

Q.  And  your  company  encouraged  the  belief  that  would-be  suf- 
ficient to  maintain  premiums  level  during  the  expectation  of  life? 
A.  I  think  that  is  the  case,  although  I  cannot  speak  much  about  it. 

Q.  And  it  was  a  very  natural  thing  that  agents  anxious  to  get 
insurance  should  have  represented  very  strongly  what  they  might 
have  believed,  fully,  that  that  would  be  the  case  ?    A.  Yes. 

Q.  But  when  we  come  to  the  actual  result  we  find  there  is  a 
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disappointment,  that  the  surplus  is  not  sufficient,  and  the  result  is 
considerable  complaint  on  the  part  of  policyholders  ?     A.  Yes. 

Q.  And  by  writing  your  policies  on  this  score  you  have  prac- 
tically a  stipulated  premium  basis,  have  you  not?  A.  I  scarcely 
think  so.  There  is  no  assessment  clause.  The  premiums  are  ab- 
solutely guaranteed. 

Q.  No,  that  is  to  say,  you  cannot  go  beyond  certain  maxima 
that  are  fixed?    A.  Yes. 

Q.  To  that  extent  it  differs  from  a  stipulated  premium?  A. 
Perhaps  I  should  add  further  that  the  policyholders  in  that  clause 
have,  as  a  matter  of  fact,  had  remarkably  cheap  insurance. 

Q.  Yes.     A.  That  is  a  point  that  should  not  be  forgotten. 

Q.  Yes,  but  they  believed  that  their  insurance  should  continue 
cheap.  The  whole  point  is  that  you  'were  on  an  impossible  basis, 
that  is  to  say,  you  could  not  give  the  insurance  at  the  rates  which 
were  promised  in  effect?  A.  Certainly  not  for  the  initial  age  of 
entry.     That  would  be  an  utter  impossibility. 

Q.  So  it  is  another  illustration  of  the  gratuity  of  putting  insur- 
ance upon  a  cheap  basis  with  a  provision  for  increasing  premiums 
which  are  to  be  offset  by  dividends  gained  by  a  surplus,  which  in 
the  absence  of  extraordinary  fortune  will  never  materialize?  A. 
That  is  so.  The  natural  premium  plan  invariably  results  in  heavy 
mortality  rates. 

Q.  Why  is  that?  A.  Because  the  policyholders  come  in,  get 
their  policies,  and  in  the  course  of  a  year  or  two  they  can  be  too 
easily  switched  to  another  company,  because  they  can  get  no  cash 
value,  no  surrender  value  for  their  policies ;  they  can  only  switch 
the  healthy  lives;  the  unhealthy  cannot  get  other  insurance  and 
remain.  . 

Q.  Theoretically,  it  is  a  perfect  system?  A.  It  is  a  beautiful 
system. 

Q.  Because  each  man  pays  what  the  cost  of  his  insurance  is  at 
a  given  age  ?     A.  Yes. 
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Q.  And  nothing  but  the  cost  if  the  company  is  properly  man- 
aged?   A.  Yes,  sir. 

Q.  But  the  difficulty  is  that  as  the  rates  increase  the  healthy  men 
are  inclined  to  get  out,  who  can  get  insurance  elsewhere  ?  A.  Yes. 
Q.  And  the  other  impaired  lives  stay  in  and  the  rate  of  mor- 
tality increases,  and  there  is  general  disappointment  with  the  re- 
sult ?  A.  It  increases ;  it  is  much  more  because  the  unhealthy  stay 
in,  and  there  is  great  difficulty  in  getting  new  members.  There  is 
a  sort  of  double  turn  on  that  account. 

Q.  Suppose  you  put  it  right  out  plainly  on  your  policy  in  flaring 
headlines,  if  you  will,  just  what  a  man  would  get  into  if  he  went 
into  an  insurance  plan  of  that  sort,  do  you  think  you  would  write 
much  insurance  on  that  basis  ?     A.  I  think  not. 

Q'.  Have  you  at  present  forms  of  policies  in  use  which  provide 
for  increasing  rates  ?    A.  Yearly  renewable  rates,  no. 

O.  When  did  you  discontinue  these  yearly  renewable  term  poli- 
cies? A.  Practically  in  1897,  but  there  have  been  one  or  two 
issues  since,  I  think  in  1901. 

Q.  What  kind  of  policies  have  you  issued  since?  A.  Mostly — 
well,  we  have  life,  limited  payment  life,  twenty-year  term  policies, 
and  a  good  many  policies  of  a  form  which  is  called  combined  term 
and  renewal  option  policies. 

Q.  Well,  that  is  a  preliminary  term?  A.  It  is  a  five-year  term 
with  the  option  to  renew.  Then  most  of  our  policies  in  addition 
to  that,  most  of  our  present  policies  contain  a  preliminary  term 
feature. 

Q.  You  have  what  is  known  as  the  preliminary  term,  too,  pre- 
liminary term  of  one  year?    A.  Yes. 

Q.  How  much  of  your  business  do  you  write  on  tTie  preliminary 
term  basis?    A.  About  35  or  40  per  cent.,  I  believe. 

Q.  What  is  the  difiference  between  the  valuation  between  those 
preliminary  term  policies  under  the  rule  of  the  Massachusetts  De- 
partment and  the  valuation  under  the  valuation  of  the  New  York 
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Insurance  Department?  A.  The  Massachusetts  Department  re- 
fuses to  recognize  the  double  part  of  the  contract.  They  refuse 
to  admit  that  it  is  a  one-year  term  contract  with  renewal  rate 
thereafter.  The  New  York  Department  takes  the  contract  as  it  is 
written,  and  construes  it  accordingly. 

Q.  What  is  the  general  difference  in  dollars  and  cents  in  the 
gain  of  your  liabilities  on  December  31st,  1904,  due  to  that  differ- 
ence in  valuation?  A.  I  can  give  you  the  difference  between  the 
New  York  and  Massachusetts  Department  from  the  books. 

(Books  handed  witness.) 

The  difference  in  valuation  between  the  New  York  and  Massa- 
chusetts Department  is  $606,000. 

Q.  Is  there  a  difference  between  the  rulings  of  the  New  York 
and  Massachusetts  Department  with  regard  to  the  recognition  of 
liens  upon  your  policies  as  assets  ?     A.  There  is  no  difference  now. 

Q.  Was  there  at  one  time  ?     A.  There  was. 

Q.  When?     A.  I  think  from  1901  to  1903. 

Q.  And  did  the  Massachusetts  Department  change  its  ruling 
finally  and  come  into  accord  with  the  New  York  and  other  de- 
partments ?  A.  It  changed  its  ruling  as  recommended  by  the  At- 
torney-General of  Massachusetts  if  I  remember. 

Q.  What  was  the  rule  originally,  and  what  is  it  now?  A.  The 
ruling  originally  was  that  the  lien  should  be  deducted  from  the 
face  value  of  the  policy  and  the  difference  treated  as  a  new  policy 
taken  at  the  attained  age.  This  was  entirely  unfair,  especially 
under  a  limited  payment  policy.  The  ruling  now  is  that  the  poli- 
cies be  treated  as  they  were  written  for  their  face  values  dated 
back  for  the  number  of  years  to  the  date  shown  on  the  policy  itself 
and  that  the  lien  be  deducted  as  an  asset  on  the  other  side  of  the 
account,  the  policy  itself  being  charged  as  a  corresponding  liability. 

Q.  With  regard  to  the  continuation  of  preliminary  term  poli- 
cies, what  was  done  in  Massachusetts  ?    Was  there  a  contest  over 
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your  right  to  have  the  policies  valued  as  they  are  in  New  York? 
A.  There  was. 

Q.  Was  there  a  contest  in  the  Courts  ?     A. ,  There  was. 

Q.  Did  it  go  to  the  Supreme  Court  of  the  State  ?     A.  Yes. 

Q.  What  did  the  Supreme  Court  of  Massachusetts  hold  ?  A.  If 
I  remember  rightly  the  Supreme  Court  of  Massachusetts  did  not 
decide  on  the  contract  at  all.  They  merely  stated  that  they  did  not 
review  the  decision  of  the  Commissioner  of  Insurance. 

Q.  That  that  was  a  matter  for  him  to  determine,  and  in  the 
absence  of  fraud  or  gross  impropriety,  of  course  the  Courts  would 
not  interfere,  is  that  the  substance  of  it  ?     A.  Yes,  I  think  so. 

O.  Has  the  matter  been  before  the  Courts  of  New  York  so  far 
as  you  remember?  A.  I  think  not.  It  has  been  before  the 
Courts  of  Vermont  on  two  occasions. 

O.  Now,  despite  the  agreement  in  certain  of  your  policies  which 
have  been  introduced  in  evidence  for  a  25  per  cent,  contract  re- 
serve, the  Department,  in  fact,  held  you  to  that  reserve  as  a  con- 
tract liability  ?  A.  No,  but  is  there  a  provision  in  our  contract  for 
a  25  per  cent,  reserve? 

Q.  Well,  without  going  into  a  discussion  of  that  point,  but 
merely  to  elicit  the  facts,  you  have  never  been  compelled  by  any 
department  to  treat  that  as  a  liability  ?     A.  No. 

Q.  Suppose  you  had  been  compelled  to  treat  that  as  a  liability, 
what  would  have  been  the  consequence  with  reference  to  the  main- 
tenance of  your  rates  or  their  increase  ?  A.  I  think  it  would  have 
had  no  effect  whatever. 

Q.  You  think  you  could  have  maintained  the  same  rates?  A. 
Maintained  the  same  position  we  do  now. 

Q.  Without  increase?     A.  Yes. 

Q.  What  is  your  judgment  with  regard  to  the  propriety  of  pre- 
liminary term  insurance  ?  A.  Preliminary  term  insurance  has  had 
a  very  useful  effect,  I  think,  in  this  country.  It  became  absolutely 
necessary  because  of  the  impossibility  of  founding  any  new  com- 
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pany  to  compete  with  the  large  companies  with  large  surplusses. 

Q.  When  did  you  introduce  preliminary  term?    A.  1898. 

Q.  Then  you  did  not  go  into  it  because  you  were  a  new  com- 
pany? A.  No,  but  because  of  the  necessity  for  putting  up  large 
reserves  and  writing  a  new  class  of  policy  to  reduce  the  average 
mortality  against  the  old  policies. 

Q.  The  whole  point  was  you  wanted  more  money  to  get  new 
business  ?  A.  That  is  the  whole  device  of  preliminary  term  insur- 
ance. 

Q.  Certainly:  In  other  words,  you  wanted  to  be  free  from  the 
reserve  law  to  enable  you  to  compete  with  other  companies  in  get- 
ting new  business?    A.  Yes. 

Q.  And  that  is  thought  to  be  accomplished  by  the  preliminary 
term  arrangement  which  in  effect  frees  you  from  the  necessity  of 
a  reserve  at  the  end  of  the  first  year?     A.  That  is  so. 

Q.  Do  you  write  deferred  dividend  policies?     A.  We  do. 

Q. .  What  portion  of  your  business  is  deferred  dividend  business  ? 
A.  I  think  I  gave  you  a  written  statement  to  the  effect  that  it  was 
some  78  per  cent.     I  have  never  investigated 

Q.  (Handing  paper)  Is  this  the  statement  to  which  you  refer? 
A.  Yes,  sir,  that  is  it. 

MR.  HUGHES :  I  will  read  it :  "The  proportion  of  outstand- 
ing policies  entitled  to  annual  dividends  is  78.2  per  cent,  of  the 
total.     The  balance,  7.2  of  the  total,  is  non-participating  business." 

Q.  Will  you  state  the  method  by  which  you  calculate  the 
amount  to  be  paid  as  deferred  dividends  ?  (Handing  paper.)  Is 
this  a  complete  statement  that  you  now  hand  me,  an  accurate  de- 
scription of  your  methods?    A.  That  is  an  accurate  description. 

MR.  HUGHES :  That  may  be  briefer  than  to  elicit  it  in  testi- 
monv.    I  will  offer  it  in  evidence. 
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(Paper  admitted  in  evidence  and  marked  Exhibit  719.) 
Mr.  Hughes  then  read  Exhibit  No.  719. 

Q.  Now,  the  first  illustration  card  or  sheet  shows  the  allocation 
of  the  premiums  and  the  growth  of  the  surplus  or  deficiency,  and 
that  is  the  sheet  now  shown  you?     A.  I  believe  so. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  720  for  identification.) 

Q.  Now,  this  table  is  made  up  with  reference  to  the  policies  of 
a  given  year  of  issue?     A.  That  is  so. 

Q.  And  with  reference  to  a  given  age?     A.  Yes. 

Q.  At  which  the  policy  is  issued  in  such  year?     A.  Yes. 

Q.  And  it  shows  the  result  of  your  calculation  as  to  the  prem- 
iums after  the  first  year  less  annual  expense  charge  of  $4  per 
thousand,  taking  the  year  of  issue  for  example,  1889,  the  cost  of 
insurance  over  period,  increased  by  mortality  factor,  the  surplus 
or  deficiency,  the  maximum  premium  under  contract  and  the  gross 
premium   charge  for   subsequent   years?     A.  Yes. 

Q.  The  surplus  or  deficiency  is  ascertained  by  taking  the  differ- 
ence between  the  premiums  as  to  the  first  year  less  the  annual  ex- 
pense charge  of  $4  per  thousand  and  deducting  from  that  the  cost 
of  insurance  over  a  period  increased  by  the  mortality  factor?  A. 
That  is  right. 

Q.  The  maximum  premium  under  contract  is  taken  from  the 
contract  itself?     A.  Yes,  sir. 

Q.  The  gross  premium  charge  for  the  subsequent  years  is 
arrived  at  in  what  way?  A.  The  surplus  has  to  be  applied  to 
maintain  the  original  premium  level  as  far  as  it  will  go.  No 
increase  is  made  until  the  surplus  is  exhausted. 
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Q.  It  appears  from  this  illustration  you  have,  in  the  year  of 
issue,  1889,  taldng  age  at  issue  25,  that  the  premium  after  the  first 
year  less  annual  expense  charge  of  $4  was  $9.75  per  thousand? 
A.  Yes. 

O.  That  means  that  the  total  premium  was  $13.75?  A.  That 
is  so. 

Q.  Then  you  find  that  the  cost  of  insurance  over  the  period 
increased  by  the  mortality  factor  was  in  1890  $8.94?     A.     Yes. 

Q.  How  do  you  get  that?  A.  The  mortality  factor  is  shown 
at  the  left  side  there. 

Q.  Yes.  A.  And  that  is  multiplied  by  the  tabular  experience 
for  that  age. 

Q.  As  a  result  you  have  a  surplus,  comparing  the  $9.75  with  the 
cost  of  $8.94,  amounting  to  81  cents. 

Q.  But  you  leave  the  premium  for  the  next  year  the  same, 
to  wit,  the  full  premium  of  $13.75.  What  do  you  do  with  the 
surplus?  A.  It  is  carried  forward  to  the  credit  of  the  policy  in 
accordance  with  the  contract. 

Q.  And  not  applied  against  the  dividend,  because  the  dividends 
have  not  gone  above  the  initial  cost,  the  initial  premium?  A. 
No ;  the  surplus  has  to  be  applied  to  maintain  the  premium  level. 

Q.  That  is  what  I  say;  and,  therefore,  you  have 

MR.  GILBERT:  You  use  the  word  "dividend." 
MR.  HUGHES  :  I  will  correct  that. 

Q.  Instead  of  crediting  this  surplus  against  the  premium  you 
credited  it  in  the  policyholder's  account,  because  his  premium 
remained  at  the  amount  of  the  first  year's  premium  ?  A.  Yes ; 
that  is  right. 

Q.  Now,  the  next  year  you  take  the  total  premiums  after  de- 
ducting the  $4  per  thousand  for  each  year?    A.  Yes. 
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Q.  And,  as  before,  calculate  the  surplus?    A.  Yes. 

Q.  But  that  surplus  is  carried  into  the  policyholder's  account 
as  long  as  you  are  able  to  keep  the  premium  at  the  amount  stated 
the  first  year  ?     A.  That  is  right. 

Q.  The  second  exhibit.  Exhibit  B,  shows  the  nature  of  the  cal- 
culation in  exchange  cases,  where  there  has  been  a  loan?  A. 
Yes,  sir. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  721  for  identification.) 

Q.  And  the  third  card,  C,  shows  the  way  in  which  you  calcu- 
late deferred  dividends?     A.  Yes. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  722  for  identification.) 

Q.  And  the  fourth  exhibit  referred  to  shows  the  result  of  your 
mortality  in  1904,  and  is  -the  sheet  already  put  in  evidence  as 
Exhibit  711?     A.  Yes. 

Q.  Mow,  taking  this  calculation  of  deferred  dividends,  do 
you  make  a  calculation  yearly  of  the  amount  to  which  the  deferred 
dividend  policyholder  will  be  entitled  at  the  end  of  his  accumula- 
tion period,  or  do  you  wait  until  the  end  of  the  period  and  then 
make  a  calculation  of  the  amount  to  be  paid  on  the  policies  then 
matured?  A.  We  wait  until  the  end  of  the  period  up  to  the 
present  time.  During  the  last  year  I  commenced  an  investigation 
of  the  other  nature^  but  so  far  have  not  been  able  to  complete  it. 

Q.  Then  your  company  assumes  no  obligation  to  a  deferred 
dividend  poHcyholder,  prior  to  the  apportionment  made  at  the 
end  of  his  deferred  dividend  period?    A.  No. 

Q.  And  your  company  reserves  the  right  to  distribute  what- 
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ever  portion  of  the  surplus  it  shall  deem  him,  in  its  discretion, 
entitled  to?    A.  I  think  that  is  right. 

Q.  Do  you  take  the  actual  results  of  your  gain  in  interest,  and 
at  the  end  of  the  deferred  dividend  period  distribute  them,  or  do 
you  take  an  approximate  result?  A.  I  explained  that  in  my 
memorandum,  I  think,  Mr.  Hughes.  Up  to  the  present  time  we 
have  used  more  than — given  credit  for  more  than  the  usual  interest 
rates.  But  a  little  less  than  the  interest  rates  plus  certain  profits 
^^nd  investments. 

Q.  Why  do  you  do  that,  why  don't  you  take  exactly  what  you 
make?     A.  The  net  interest  rates? 

Q.  y'es.  A.  Because — in  order  to  treat  policyholders  better  than 
they  would  be  treated  if  they  got  merely  the  net  rate. 

Q.  Why  do  you  treat  them  better  than  they  should  be  treated? 
A.  It  is  a  question  whether — it  seems  a  fair  thing  to  do. 

Q.  It  is  not  fair  to  give  them  more  than  they  are  entitled  to, 

so  do  you  do  it  to  make  a  better  showing A.  We  do  it 

partly  to  make  a  better  showing.  They  are  heavy  mortality  rates 
in  any  case,  sir. 

Q.  Your  idea  is  that  you  want  to  keep  your  results  on  the 
deferred  dividend  policies  as  high  as  you  possibly  can  and  make  a 
good  showing  in  competition  with  other  companies  ?  A.  We  wish 
to  make  them  as  high  as  possible,  as  we  possibly  can,  for  the 
benefit  of  the  policyholders. 

Q.  Of  course  they  get  a  benefit  from  it  ?  A.  We  do  not  use  our 
results  in  any  competition  whatever. 

Q.  You  do  not  use  what?  A.  We  neither  give  estimates,  nor 
do  we  tell  our  agents  to  use  past  results  as  promise  of  the  future. 

Q.  Have  you  ever  given  any  estimate  ?  A.  I  have  never  given 
an  estimate. 

Q.  Have  your  predecessors — the  company,  in  other  words?  A. 
I  think  Mr.  Shepard  Homans  certainly  did  in  his  time,  but  I  can 
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answer  for  myself  and  for  the  company  since  I  became  connected 
with  it,  it  certainly  has  not. 

Q.  What  do  your  agents  do  to  persuade  those  they  are  soliciting 
to  take  insurance,  that  your  company  will  give  large  returns? 
A.  If  they  do  as  we  tell  them  they  show  the  guaranteed  benefits, 
and  mention  the  surplus  as  something  to  be  had  in  addition.  They 
canvass  for  the  policy  on  the  basis  of  the  guarantee. 

Q.  You  say  you  have  not  taken  the  actual  interest.  Do  you 
take  the  actual  gain  from  mortality  in  determining  the  amount 
to  be  distributed?    A.  We  do,  sir. 

Q.  Do  you  figure  out  an  amount  which  represents  exactly  the 
amount  awaiting  for  division,  or  do  you  estimate  it?  A.  The 
card  itself  illustrates  that,  Mr.  Hughes  We  take  the  tabular  cost 
and  then  adjust  it  to  the  mortality. 

Q.  How  do  you  get  at  the  tabular  cost?  A.  The  tabular  cost 
is  the  cost  of  insurance  for  the  age  of  the  policyholder  by  the 
American  Experience  Table. 

Q.  That  is  not  necessarily  the  cost  to  your  company?  A.  We 
adjust  it  to  the  cost  of  our  own  company. 

O.  You  take  the  theoretical  cost,  and  you  apply  a  mortality 
factor?     A.  That  is  so. 

Q.  To  get  at  your  cost  ?    A.  Yes. 

Q.  How  will  that  get  at  the  actual  cost  to  your  company? 
Suppose  you  spent  ten  per  cent,  more  in  getting  business  than 
is  allowed  for  in  the  tabular  statement  of  cost,  can  you  get  at 
the  actual  cost  in  your  company  by  taking  the  tabular  cost  and 
multiplying  it  by  a  mortality  factor  ?  A.  You  say  if  we  spent  ten 
per  cent,  more  or  charged  ten  per  cent,  more  to  all  policyholders  ? 
We  get  exactly  what  it  would  cost. 

Q.  Well,  yes,  but  do  you  do  that?     A.  That  is  what  we  do. 

Q.  Then  you  make  up  the  statement  on  your  actual  outlays,  cost,, 
expenses?  A.  Actual  cost,  not  expenses^ — cost  of  insurance — 
mortality  cost. 
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Q.  You  are  talking  now  wholly  of  mortality  cost?  A.  I  under- 
stood you  were  doing  so. 

Q.  Well,  that  is  entirely  right.  You  are  speaking  now  wholly 
of  mortality  cost?  A.  Wholly  of  mortality  cost.  The  expense 
factor  comes  in  on  the  other  side  of  the  account. 

Q.  So  in  the  mortality  cost  you  take  the  expected  mortality, 
and  correct  it  by  your  own  experience,  and  get  at  that  exactly? 
A.  Yes,  exactly. 

Q.  What  do  you  do  in  determining  the  expense?  A.  That  is 
explained  in  the  memorandum.  I  assume  first  of  all  a  division 
between  the  new  and  renewal  premiums. 

Q.  Of  19.10  per  cent.  ?  A.  A  division  between  the  new  and  the 
renewal,  and  then  charge  a  fixed  cost  on  premiums. 

Q.  Explain  that  a  little  more  popularly,  just  what  do  you  do  to 
ascertain  the  amount  of  expenses  to  be  charged?  A.  For  ex- 
ample, if  our  premiums  were  a  thousand  dollars 

Q.  Your  premium  incom.e?     A.  premium  income  were  a 

thousand  dollars.  We  charge  one  hundred  of  direct  expense,  and  if 
our  actual  expense  is  $103,  we  would  have  a  ten  per  cent,  expense 
charged,  and  three  dollars  per  thousand.     Pardon  me.     There  is 

an  error  in  that.     If  the  thousand  dollars  .     If  we  had  a 

thousand  dollars  of  premiums  and  twenty  thousand  dollars  was  the 
sum  insured.  Our  expense  ten  per  cent,  charged  would  give  a 
hundred  dollars.  If  the  expense  were  actually  $160,  then  we 
divide  the  balance  by  the  sums  assured  outstanding,  twenty  thou- 
sand dollars,  and  find  the  expense  charged  three  dollars  per  thou- 
sand. 

Q.  You  justify  that  by  what  you  have  stated  in  the  memoran- 
dum that  has  been  read  ?    A.  Yes,  sir. 

Q.  Well,  having  the  expenses,  the  mortality  cost  or  the  cost  of 
insurance  arrived  at  in  the  manner  you  have  stated,  how  do  you 
complete  your  calculation  of  the  amount  to  be  apportioned  to  the 
deferred  dividend  policyholder?     A.  We  put  a  credit  on  one  side 
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of  the  account  showing  the  premiums  he  has  paid  less  the  expense 
charg-ed.  These  are  accumulated  at  the  rate  of  interest  indicated ; 
and  then  on  the  other  side  of  the  account  there  is  charged  the  cost 
of  insurance ;  the  mortality  cost,  and  also  the  reserve  value  at  the 
end  of  the  accumulation  period,  and  the  difference  between  the 
debits  and  credits  show  the  surplus. 

Q.  Now,  is  this  card  which  you  have  given  me,  which  has  been 
marked  Exhibit  722  for  identification,  an  actual  calculation?  A. 
It  is. 

Q.  That  is  an  actual  case?  A.  Actual  case,  the  dividend  on 
which  has  been  paid. 

Q.  For  a  period  ending  February,  1904?    A.  Yes,  sir. 

MR.  HUGHES  :  I  will  offer  that  in  evidence. 
(Paper  marked  Exhibit  722.) 

Q.  Is  that  a  typical  case?    A.  Yes. 

Q.  Now,  this  was  a  policy  issued  on  February  iSth,  1904,  the 
insured  was  aged  49;  the  accumulation  period  ended  at  the  ex- 
piration of  ten  years  February  15th,  1904.  The  calculation  is  on 
the  basis  per  one  thousand  dollars  assured.  The  annual  premium 
per  one  thousand  dollars  was  $121.65,  '^ss  expenses  three  dollars, 
arrived  at  in  accordance  with  the  methods  you  have  stated,  or  ten 
per  cent.,  $12.12,  makes  $15.12  that  you  deduct  from  the  gross 
annual  premium  to  give  a  net  premium  available  of  $106.03 ;  that 
is  accumulated  for  nine  years  at  four  and  a  half  per  cent,  interest, 
amounting  to  $1,196.87.  To  that  you  add  what?  A.  One-half 
of  the  first  premium  accumulated  for  ten  years,  sir. 

Q.  One-half  of  the  first  premium  accumulated  for  ten  years? 
$82.34.  Why  do  you  add  one-half  of  the  first  premium?  A.  On 
the  ground  that  this  class  of  policy,  which  is  subject  to  very  high 
premium  rates,  did  contribute  something  in  its  first  year  to  the 


5208 


Testimony  of  Henry  Moir 

business  of  the  company,  and  it  was  not  absorbed  entirely  in  ex- 
penses. 

Q.  That  was  an  estimate  ?    A.  An  estimate. 

Q.  And  that  gives  you  the  total  amount  to  be  credited  per  one 
thousand  dollars  of  insurance  of  $1,259.21.  Now,  on  the  other 
side  of  the  account  you  take  the  cost  of  insurance  on  the  basis  of 
four  per  cent.  American  Table  accumulated  at  4  1-2  per  cent,  in- 
terest on  the  basis  of  ten-year  term  insurance  ?     A.  Yes. 

Q.  By  taking  the  tabular  cost  and  the  accumulation  factor  you 
reach  the  conclusion  that  the  total  tabular  cost  per  one  thousand 
is  $206.34,  the  tabular  cost  multiplied  by  the  mortality  factor  is 
$235.64;  and  to  that  $235.64  you  add  a  reserve  for  one  thousand 
dollars  at  the  end  of  accumulation  period  of  a  thousand  dollars; 
that  is  the  thousand  dollars  which  you  agreed  to  pay  at  the  end  of 
ten  years  ?     A.  Endowment  policy. 

Q.  This  being  an  endowment  policy;  and  that  added  to  the 
$235,64  leaves  a  total  debit  of  $1,235.65  ?    A.  Yes. 

Q.  And  deducting  that  from  the  total  credits  of  $1,279.21  gives 
you  the  surplus  of  $43.57  per  thousand?  A.  That  is  right.  I 
should  perhaps  explain  one  little  thing  about  this  policy  which 
might  appear  strange  to  any  one  reading  the  testimony  afterward, 
and  that  is  it  is  a  policy  which  provided  not  only  for  a  thousand 
dollars  payable  in  the  event  of  death  during  the  ten  years,  but  for 
largely  increasing  sums  assured  for  the  whole  ten  years.  The  sum 
payable  in  the  tenth  year,  for  example,  would  have  been  two  thou- 
sand dollars  had  the  man  died. 

Q.  It  appears  from  this  that  the  cost  of  the  insurance  according 
to  the  tabular  table  was  $206.34,  but  according  to  your  experience 
your  higher  mortality  was  $235.64?     A.  Yes. 

Q.  Translating  this  calculation  into  a  more  popular  statement 
you  find  that  in  ten  years  the  amounts  paid  in  in  premiums  per  one 
thousand  dollars,  taking  the  entire  premium  for  nine  years,  and 
half  the  premium  for  ten  years,  less  a  certain  amount  which  you 
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take  for  expenses  accumulated  at  four  and  a  half  per  cent,  in- 
terest, $1,279.21  ?     A.  That  is  right. 

Q.  And  that  the  cost  of  carrying  the  insurance  with  the  re- 
serve for  the  ten  years  amounted  to  $1,235,64?    A.  That  is  right. 

Q.  So  that  on  that  calculation  the  assured  had  paid  $43.57 — I 
mean  paid  with  the  interest  allowed  upon  his  payments,  $43.57. 
more  than  his  share  of  the  expenses  of  your  company,  and  the 
<:ost  of  carrying  his  insurance  ?    A.  Yes,  that  is  so. 

Q.  Of  course,  the  thousand  dollars  is  paid  back  to  him — is  paid 
to  him  ?    A.  Paid  to  him  in  cash,  yes. 

Q.  And  on  top  of  the  thousand  dollars  the  $43.57?     A.  Yes. 

Q.  So,  according  to  that  he  had  paid  his  pro  rata  share  of  the 
insurance,  he  has  paid  enough  to  give  you  the  money  to  pay  him 
Tiis  thousand  dollars,  and  he  has  paid  you  enough  to  enable  you  to 
accumulate  $43.57  to  boot;  that  is  the  whole  matter?  A.  That  is 
the  net  result. 

Q.  Now,  as  a  matter  of  fact,  you  have  not  earned  four  and  a 
Tialf  per  cent,  interest?  A.  Not  as  interest,  but  we  had  earned 
more  than  four  and  a  half  per  cent. 

Q.  As  profi'ts  ?    A.  As  profits. 

Q.  And  you  put  down  here  per  thousand,  $15.12  to  be  deducted 
for  expense  each  year  ?     A.  Yes. 

Q.  How  does  that  compare  with  the  actual  expenses  of  your 
■company  ?    A.  It  is  almost  exact. 

Q.  What  do  you  do  when  you  calculate  that  in  order  to  test  its 
•exactness — do  you  make  a  statement  of  your  expenses  for  ten 
years?  A.  I  make  a  statement  each  year  and  take  the  period  for 
which  the  calculation  is  to  be  made  in  allocating  the  constant 
factor  and  ten  per  cent.,  being  the  assumed  factor,  the  constant 
three  dollars  being  a  variable  factor  according  to  the  experience 
•of  the  company. 

Q.  So  it  is  by  your  variable  factor  you  bring  the  calculation 
into  correspondence?    A.  Yes,  sir. 
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Q.  Ygu  mentioned  something,  a  moment  ago  with  refeFence  to 
the  rate  charged  upon  this  particular  policy  which  has  befen  used 
in  illustration.  What  was  the  reason  for  the  higher  rate?  A. 
The  additional-  insurance  benefits  that  the  poHcyholder  wa*  entitled 
to  during  the  ten  years. 

Q.  What  were  those  additional  benefits?  A.  Increased-  sums 
payable  in  event  of  death,  commencing  at  say  one  hundred  dollars 
and  increasing  to  a  thousand  dollars  for  the  tenth  year. 

Q.  So  that  if  this  insured  had  died  during  the  ten  years,  or  prior 
to  the  tenth  year,  he  would  not  have  had-  a  thousand  dollars? 
A.  He  would  have  had  a  great  deal  more  than  a  thousand  dollars. 

Q.  He  would?    A.  Yes. 

Q.  Then  he  would  have  had  a  thousand  dollars  with  the  in- 
creased amount?  A.  With  that  increased  amount.  That  is  a 
policy  which  separates  distiftctly  the  investrhenf  feature  frorii  the 
insurance  feature. 

Q.  If  he  lives  to  the  expectation  of  the  ten  years  does  he  get  any 
more  than  the  thousand  dolkrs  and  his  Sha-fe  Oi  thfe  surf^lus  ?  A. 
No,  that  is  all. 

Q.  Suppose  the  man  had  died  in  the  riittth  year,  Kdw  miith 
money  would  his  beneficiary  have  reteiv6d  under  the  poli'cy?  A. 
In  the  ninth  year  about  ^1,850,  or  in  the  tenth  yeaf  $2,o5b. 

Q.  But  by  living  he  gets  $1,043.47  at  the  end  of  the  t'eti  years? 
A.  That  is  so. 

Q.  Have  you  got  that  form  of  policy?  A.  I  have  got  a  similar 
one. 

Q.  By  the  way,  how  many  forms  of  policies  does  your  com- 
pany issue?  A.  I  have  not  counted  them,  but  I  should  say  twenty 
or  thirty  in  general  forms. 

Q.  In  general  forms  ;•  and  are  there  variants  of  the  different 
kinds  of  forms-^when  you  say  general  forms,- what  do  you  mean? 
A.  There  are  three  or  four  kinds  of  tenm  insurance. 
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Q.  And  you  class  them  as  one  form  ?  A.  No ;  I  call  them  three 
or  four  forms, 

Q.  Take  life  forms  ?     A.  Life  forms  we  have  only  two. 

Q.  What  are  they?  A.  Continued  payments  and  continued 
payments  special  investment,  as  we  call  it,  where  we  separate  the 
investment  and  insurance  feature  for  the  first  twenty  years. 

Q.  Are  the  twenty  forms  of  policies  all  the  different  kinds  of 
policies  that  you  write?     A.  Yes,  sir. 

Q.  Is  your  business  virtually  distributed  through  twenty  forms, 
or  are  there  some  forms  rarely  used?  A.  There  are  some  forms 
we  rarely  use. 

Q.  How  many  forms  have  you  there  in  general  use?  A.  I  can 
give  you  the  classes  which  we  divide  the  policies  into  for  general 
purposes. 

Q.  I  would  be  glad  if  you  would.  A.  I  can  give  you  the  ratio 
of  our  last  year's  business  which  was  written  under  different 
forms. 

Q.  State  that.  A.  Continued  payments  under  two  policy 
forms,  ratio  about  twelve  and  a  half  per  cent.  Continued  pay- 
ments investment  forms,  ratio  of  about  two  and  a  half  per  cent. 
Limited  payment,  ratio  about  ten  per  cent.  Limited  payment  in- 
vestment form,  ratio  about  sixteen  per  cent.  Endowment  assur- 
ance— I  have  not  them  separated  into  ordinary  and  investment  in 
this  statement — ratio  of  about  eight  and  a  half  per  cent.  Term 
policy  running  for  twenty  years,  and  to  the  age  of  seventy,  ratio 
about  seventeen  per  cent.  Combined  term,  that  is,  term  insurance 
for  fi'ye  years  and  then  renewable  at  the  end  of  that  plan  on  life 
and  endowment  form,  ratio  about  thirty  per  cent.  And  then 
various  miscellaneous  forms  of  small  importance — ^that  is  a  small 
ratio — one  or  two  per  cent. 

Q.  How  many  are  there  in  the  various  miscellaneous  forms  of 
small  importance?  A.  I  have  not  analyzed  them  here,  but  I 
should  think  six  or  eight  forms. 
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Q.  Now,  if  you  will  let  me  see  the  form  of  policy  to  which  this 
calculation,  Exhibit  No.  722  refers,  I  should  be  obliged.  A.  I  find 
I  have  not  got  the  exact  form.  This  is  a  life  form  with  the  same 
investment  feature,  dividing  into  term  insurance,  with  additional 
value  in  the  event  of  death  during  twenty  years,  and  a  reduced 
premium  for  twenty  years. 

Q.  These  additional  benefits  that  you  give  under  that  form  of 
policy  are  in  the  case  of  the  death  of  the  man  within  a  period  well 
within  his  expectation  of  life?     A.  Usually,  but  not  invariably. 

Q.  Now,  how  much  more  did  this  man  who  had  the  policy  indi- 
cated in  Exhibit  No.  722,  pay  in  premiums  because  of  the  ad- 
vantage held  out  to  him  in  case  of  death  within  the  first  ten  years, 
over  what  he  would  have  been  compelled  to  pay  if  he  had  taken 
an  ordinary  ten-year  endowment,  for  a  straight  thousand  dollars? 
A.  I  will  give  you  the  difference  between  our  present  rates  for  the 
two  forms  of  policies. 

Q.  That  will  do?    A.  At  age  30  the  difference  is  $10.12. 

Q.  Pardon  me.  Let  us  take  the  case  we  had — age  49?  A. 
Age  49  the  difference  is  $17.28  per  thousand,  I  believe. 

Q.  What  is  the  premium  now,  according  to  your  rates,  for  a 
policy  at  age  49  of  the  sort  referred  to  in  Exhibit  722?  A. 
$126.35. 

Q.  Instead  of  $126.35  annually  for  ten  years  what  would  he 
have  had  to  pay  for  a  straight  one  thousand  dollar  endowment 
without  the  additional  benefits  in  case  of  death  before  the  end 
of  ten  years  ?    A.  $109.07,  according  to  our  present  rates. 

Q.  Now,  if  he  had  paid  $109.07  for  ten  years,  and  lived  to  the 
expiration  of  the  ten  years,  what  approximately  would  he  have 
had  in  surplus  ?  A.  He  would  have  had  something  more  than 
shown  in  this  exhibit,  because  the  mortality  factor  has  less 
weight  in  an  ordinary  ten  year  endowment. 

Q.  How  do  you  give  mortality  factor  less  weight  on  ordinary 
ten  year  endowment  than  you  give  in  a  case  of  a  ten  year  en- 
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dowment  with  additional  benefits  in  case  of  deaths  during  ten 
years  ?  A.  Because  the  company  has  to  pay  more  if  he  dies  in 
the  one  case  than  if  he'  dies  in  the  other. 

Q.  So'  in  the  casje  of-  a  larger  payment  you  reduce  the  surplus 
by  the  increased  mortality  factor  on  account  oi  the  additional 
benefits  you  give  in  case  of  death  during  the  ten  years.?  A.  Yes, 
that  is  so,  but  of  course  we  credit  him  on  the  other  side  with  the 
larger  premiums. 

Q:  Undoubtedly,  hut  the  net  result  i&  that  under  this  plan 
of  insurance  carrying  additional  benefits  in  case  of  death  within 
ten  years  has  at  the  end  a  less  accumulation?  A,  Yes>  but  that 
is  laTgeiy  aU'  accident  of  the  heavy  mortality  we  have  had. 

Q:  Why  should  the  heavy  mortality  count  as  much  in  the  one 
case  as  in  the  other  ?r  A.  In  thisn  case  had^  it  been  light  mortality 
he  would  have  had'  a,laicger  profit,  because  the  mortality  element 
has  more  weight  under  that  policy  than  it  has  in;  the  ordinary  ten 
year  endowment. 

Q.  He  would  have  had  a  larger  profit  in  amount  but  a.  smaller 
relative  profit  as  compared  with  the  man  who  did  not  have  addi- 
tional benefits  in  his  polides?  A.  I  don,'t  understand  that.  He 
would'  have  had  a  smaller  profit  had  the  mortality  been  light  in 
the  case  of  the  ordinary  ten  year  endowment.  The  more  the 
mortality  element  enters  in  the  heavy  mortality  gives  a.  greater 
loss  or  the  lighti  mortality  a  greater  profit. 

Q.  Have  you  a  calculation  in  a  case  similar  to  this  one  oi 
Exhibit  722  ?    A.  Not  here. 

Q.  Taking  thre  actual  experience  for  the  ten  years- 1894,  to- 1904 
the  mam  who  pays  $109;  a  year  gets  a  larger  return  at.  the  end 
of  the  ten  year^  than  the  man  who  pays  the  $126  a  year?  A. 
Certainly,  if  hp  lives. 

Q.  I  am  assuming  he  has  lived  to  the  end  of  the  ten  years.  A. 
Yes. 

Q.  That  is  because  you  figure  on  what  you  would  have  had.  to 
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pay  in  additional  benefits  if  lie  had  dted  within  ten  years  ?    A. 
Yes. 

Q.  What  is  the  expectation  of  life  of  a  sound  man  at  age  45  ? 
A.  By  the  American  Experiemce  Table,  21.06,. 

Q.  This  is  substantially  a  wager  by  itbe  man  who  take^  this 
form  of  insurance  as  to  his  living  ten  years,  and  he  pays  you  a 
much  larger  amount  because  you  agree  in  the  case  of  his  death 
during  the  stipulated  time  to  pay  him  a  larger  amount?  A.  Yes, 
if  you  call  a  life  insurance  policy  a  wager  at  all. 
Q.  In  one  aspect  of  it?    A.  Yes. 

Q.  But  in  tliis  particular  kind  of  rnsiifance  -whevt  you  agree 
to  give  additional  benefits  to  a  sound  man  wit!h  the  expectajtiiDni 
of  life  such  as  you  have  stated,  in  ease  of  his  death  wilMn  ten 
years,  and  he  in  consideration  of  those  additional  benefits  agrees 
to  pay  a  larger  vsaoamt  (bhan  he  woiujdi  et-hierwisfi  have  to  pay,  it 
comes  down  to  a  qu^tien  ©f  a  wag«r  for  tea  years?  A.  Yes, 
taking  into  account  the  probabilities  of  his  life,  and  the  probabil- 
ities of  his  -dying. 

Q.  Who4evised  this  policy?    A.  Fred  Homans. 
Q.  And  how  many  of  this  kind  of  policies  liave  you  outstaad- 
ing,  approximately — ^I  do  not  care  accurately  ?    A.  I  can  give  it 
to  you  accurately.    I  think  probably  some  seventeen  million  dol- 
lars or  eighteen  million  dollars. 

Q.  Out  of A.  Out  of  one  hundred  millions 

Q.  Now,  do  you  find  im  that  class  of  policies  that  the  ex- 
pected mortality  is  higher — I  mean  the  actual  mortarlity  is  higher 
than  the  expected  mortality  ?  A.  Not  so  far ;  we  have  found  that 
the  mortality  is  favorabJe. 

Q.  Yes,  and  therefore  as  a  rule  the  man  doesn't  die  within  the 
period  set  ?    A.  We  cannot  say,  as  a  rule.    Many  do  die. 

Q.  I  mean  on  the  average,  as  the  death  is  not  contemplated 
within  the  expectation  of  life  you  find  the  results  accordingly? 
A.  Yes. 
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Q.  So  that  it  is  a  profitable  form  of  contract  to  the  company  ? 
A.  It  has  been,  yes. 

RALPH  K.  HUBBARD,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  Hubbard,  it  appears  by  the  Statement  709  of  the  gains 
and  losses  for  1904  that  there  was  a  gain  of  surplus,  interest,  etc., 
of  $357,792.  If  I  remember  the  testimony  correctly,  $98,000  of 
that  was  on  account  of  advances  on  real  estate  ? 

MR.  GILBERT:  Profits  on  sales.  And  $31,000  profits  on  se- 
curities, and  $4,000  old  bad  debts  collected. 

Q.  What  was  the  real  estate  upon  which  the  profit  of  ninety- 
eight  thousand  dollars  was  realized  ?  A.  Property  that  was  sold 
during  the  year. 

Q.  Have  you  a  statement  of  the  property  sold  during  the 
year?    A.  I  have  not  it  before  me. 


MR.  HUGHES :  You  can  get  it,  can't  you  ?    Haven't  you  got 
this  data  here  ? 


MR.  GILBERT :  I  thought  you  had  it. 
THE  WITNESS :  I  have  not  it  with  me  here. 
Q.  What  properties  were  sold  during  the  year  1904,  out  of 
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which  you  made  a  profit  of  ninety-eight  thousand  dollars?  A. 
Mr.  Gilbert  informs  me  the  Savannah  &  Waco  property. 

Q.  Don't  you  know  more  about  it  than  Mr.  Gilbert?  A.  Not 
in  my  head ;  I  am  not  in  the  real  estate  department. 

Q.  Who  does  have  charge  of  this  matter?  A.  We  have  a 
superintendent  of  the  real  estate. 

Q.  Well,  I  thought  you  had  charge  of  the  real  estate,  Mr. 

ubbard.  You  have  charge  of  the  books  of  the  company?  A. 
oeneral  books;  yes,  sir. 

Q.  It  appears  that  in  the  year  1904  the  expenses  of  the  com- 
pany exceeded  its  loadings,  $263,290.  What  were  the  excessive 
expenses  of  1904?    A.  If  you  will  give  me  the. statement. 

Q.  We  have  the  statement  ?   A.  Yes. 

Q.  What  I  want  to  know  is,  comparing  the  expenses  of  1904 
with  the  much  lower  expenses  of  1903,  where  the  cause  was  of 
the  increase  in  1904?  A.  There  was  no  unusual  expenses  in 
1904 ;  I  cannot  account  for  it,  except  I  think  in  1903  we  had  a 
larger  business  and  the  commission  on  that  larger  business  was 
paid^  during  the  1904  staterrient — during  the  1904  year,  I  think  so. 

Q.  You  see  that  the  expenses  are  two  and  a  half  times  as 
large  in  1904 — ^I  do  not  rhean  the  expenses,  but  I  mean  the  ex- 
cess of  expenses  over  loadings  two  and  a  half  times  as  large 
in  1904  as  in  1903.  A.  There  is  one  item  in  1903,  Mr.  Hughes, 
that  we  had  a  large  loss  of  an  instalment  policy,  and  by  the  ruling 
of  the  Massachusetts  Insurance  Department  that  policy,  the 
Wing  policy,  was  to  be  charged  to  death  claims  in  1903,  and  car- 
ried as  income  in  that  year ;  and  then  appears  as  a  disbursement 
the  full  amount  was  paid  in  the  lawsuit  as  an  expense  appearing 
in  the  expense  part  of  the  disbursement,  riot  payment  to  policy- 
holders. 

Q.  What  was  the  amount  of  that?  A.  The  total  amount  of 
that  one  item  is  eighty-one  thousand  dollars. 

Q.  That  was  an  exceptional  item?    A.  Yes,  sir. 
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Q.  And  came  in  1904?    A.  Yes,  s-ir — an  actual  d-isb-Hrsement. 

Q.  Nqw,  was  there  anrythi-ng  else  ?  A.  I  ean-not  think  of  any- 
thing, sir. 

Q.  It  appears  that  you  wrote  $34,364,047  new  b-usiness  in 
1903,  and  $28,114,662  new  "busineS'S  in  1904.  Now,  do  I  under- 
stand that  the  amount  of  new  "business  written  in  1903  made  a 
heavier  expense  for  1904?  A.  it  would  if  -it  was  writ-ten  in  the 
fall  of  the  year. 

Q.  Was  it?  A.  I  cannot  say  offhand.  Generally  sp.eaking, 
there  is  more  business  done  in  the  months  of  November  and  De- 
cember. 

Q.  That  is  a  general  experience  ?    A.  Yes,  sir. 

Q.  Now,,  I  find  ;n  1,902  that  your  ne\y  busin,ess  was  $35,- 
371,913,  and  in  f  903  $3^4,364,047,  and  that  ypur  ^xc.ess  oyfr  Jpad- 
ing  was  $20,556  in  1902,  $103,5^,  -in  1^3,  ^nd  $263,^93  in  1994. 
Vy^pjyild  that  indicate  jtjiqit  it  was  <^u^  to  busj.ijess  \yri,t,ten  in  the 
fall  of  the  year?    A.  It  w.ould  jto  me,  sir. 

Q,.  To  wj?.a,t  extent  ^ould  you  say  that  a|CGOjUH):(gd  fer  it?  A- 
Th£  bU|SineSjS  oi  ^902,  if  it  was  written  ip  tljg  ^U,  th§  .epcpeases 
would  appear  in  1903  ^hPf^^^^f^^Vl^.'  -whicfe  sxp(eiLS,e§  ^/jrerp  offsiEt 
by  thaf  considf  r;atiQjn  fpr  Jh^  ipstalnj^nt  pplicy  feit  I  Iftav-e  re- 
ferred to,  that  ,i^^eare4  under  ;the  j^cjime  itepj  pf  1993. 

WILLIAM  N.  ELBERT,  being  duly  sworn,  testified  as  fol- 
lows: 

PY  Mg,  gUGHpS : 

Q.  Have  you  charge  of  the  real  estate  matters  of  the  Provident 
Savings  Life  Assurance  Society?  A.  I  have  charge  of  the 
property;  yes,  sir. 
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Q.  For  how  many  years  has  that  been  the  case?  A.  Since 
January  ist,  1902. 

Q.  How  much  was  the  profit  on  sales  of  real  estate  in  1904? 
A.  Approximately  ninety-eight  thousand  dollars. 

Q.  Upon  what  property  was  that  profit  realized?  A.  It  was 
realized  upon  the  Englewood,  New  Jersey,  Waco,  and  Savannah, 
Georgia,  property. 

Q.  How  much  on  Englewood?    A.  $4,826.37. 

Q.  How  much  on  Waco?    A.  $28,617.61. 

Q.  How  much  on  Savannah?    A.  $72,568.06. 

Q.  When  was  the  property  in  Savannah  sold?    A.  May,  1904. 

Q.  For  what  price?    A.  Is  it  Savannah  you  ask  me  about? 

Q.  Yes.     A.  $175,000. 

Q.  And  that  was  carried  by  you  at  a  book  value  of  $102,- 
431.94?    A.  Correct,  sir. 

Q.  What  was  the  price  at  which  the  Waco  property  was  sold? 
A.  $75,000. 

Q.  How  much?    A.  $75,000;  there. are  two  properties  on  that. 

BY  MR.  HUGHES : 

Q.  It  does  not  appear  on  the  schedule.  A.  It  was  a  mortgage 
at  that  time. 

Q.  Then  it  was  foreclosed  and  obtained  in  1904?    A.  In  1904. 

MR.  GILBERT:  Not  foreclosed. 

MR.  HUGHES:  How  was  the  title  acquired? 

MR.  GILBERT:  I  induced  the  man  to  give  back  the  property 
if  we  would  release  him  from  his  liabilities. 
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MR.  HUGHES:  You  took  the  title  on  the  cancellation  of  the 
mortgage  ? 

MR.  GILBERT:  Yes. 

Q.  And  by  doing  so  you  netted  on  the  sales  some  twenty 
thousand  dollars?    A.  Yes,  sir. 

Q.  What  is  the  Englewood  property?  A.  The  Englewood 
property  was  sold  for  $12,000;  I  think  that  was  on  the  same 
basis. 

Q.  That  was  also  on  the  same  basis?    A.  I  think  so,  sir. 

Q.  Property  that  was  taken  by  the  company  on  the  cancella- 
tion of  the  mortgage?  A.  Something  of  that  kind,  I  had  not 
charge  of  it. 

Q.  And  then  resold  hy  the  company  at  a  profit?    A.  Yes,  sir. 

Q.  How  long  was  it  resold  after  the  mortgage  was  taken? 
A.  I  don't  remember;  I  have  not  charge  of  the  mortgages. 

Q.  How  long  was  the  Waco  property  taken  by  the  company 
after  the  mortgage  was  made?  A.  I  don't  know,  sir;  I  don't 
remember. 

MR.  HUGHES:  Do  you  know,  Mr.  Gilbert? 

MR.  GILBERT:  About  a  month,  I  think. 

MR.  HUGHES:  Do  you  mean  that  the  mortgage  was  ex- 
ecuted to  the  company  and  then  a  month  later  the  title  was 
taken? 


MR.  GILBERT:  I  don't  know;  I  mean  I  got  back  the  Waco 
and  Englewood  property  about  a  month  before  we  made  this 
sale. 
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MR  HUGHES:  And  how  long  had  the  mortgage  been  on 
the  property? 

MR.  GILBERT:  On  Englewood,  I  think,  several  years,  and 
Waco,  I  think,  about  two  years. 

Q.  Have  you  charge  of  the  appraisals  made  of  the  property 
held  by  your  company?    A.  I  have  almost  all  of  them. 

Q.  What  was  the  basis  for  the  increase  in  the  property  on 
West  Twenty-seventh  Street,  near  Broadway,  and  50  West 
Twenty-eighth  Street — I  refer  to  the  increase  in  the  book  value 
from  $531,115.30  at  the  end  of  1903  to  $1,615,555.28  at  the  end 
of  1904?  A.  One  item  that  I  remember  was  the  payment  of 
part  of  the  encumbrance  of  $100,000. 

Q.  Wasn't  that  paid  the  year  before?  A.  I  am  not  sure,  sir. 
I  will  look, 

Q.  It  appears  that  the  same  property,  I  should  judge  was 
carried  at  the  end  of  1902  at  $432,000,  so  that  between  1902  and 
1904,  that  is  between  the  ends  of  the  years,  there  was  an  in- 
crease in  the  book  value  of  $180,000.  Now,  I  understand  that 
a  part  of  that  was  due  to  the  payment  of  an  encumbrance  ?  A. 
There  was  one  hundred  thousand  dollars  of  encumbrance  paid 
ofiE  that  property. 

Q.  That  leaves  $85,000.  Wasn't  it  a  fact  that  the  property  in 
1904  was  marked  up  on  the  books  $85,000?  A.  I  cannot  say 
that  exactly,  sir,  because  I  am  not  sure  whether  it  was  in  that 
particular  time  or  not. 

Q.  Can  you  not  say  that  by  looking  at  the  report  for  1903, 
which  puts  it  at  $531,000,  and  the  report  for  1904,  which  puts 
it  at  $615,000,  there  having  already  been  an  increase  of  $100,000 
in  the  year  1903,  as  compared  with  1902?  A.  That  appears  ap- 
parently to  be  the  case. 
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Q.  On  what  basis  did  you  mark  up  the  property  $85,000?  A. 
It  was  marked  up,  I  presume,  on  account  of  the  fact  that  the 
property  was  considered  of  greater  value  than  it  was  carried  at. 

Q.  Did  you  have  an  appraisal?    A.  I  think  so. 

Q.  Have  you  got  that  here?  A.  Yes,  sir.  (Producing  paper.) 
We  have  an  appraisal  of  value  of  land  and  buildings  of  $850,000. 

Q.  When  was  that  made?    A.  The  appraisal  was  made  June 
/  4th,  1902. 

Q.  1902?    A.  Yes,  sir. 

Q.  Who  made  the  appraisal?  A.  Made  by  the  Insurance  De- 
partment of  the  State  of  New  York. 

Q.  To  what  property  does  the  appraisal  of  $850,000  relate? 
A.  It  relates  to  the  property  on  West  Twenty-seventh  Street, 
consisting  of  four  lots. 

O.  And  50  West  Twenty-eighth  Street  ?  A.  50  West  Twenty- 
eighth  Street  is  not  included  in  that  figure. 

Q.  Will  you  allow  me  to  see  the  appraisal,  please?  A.  Cer- 
tainly, sir.    That  covers  a  number  of  properties. 

Q.  Have  you  had  any  appraisal  of  that  property  since  1902? 
A.  T  think  not.    Not  to  my  knowledge. 

Q.  Despite  that  appraisal  in  1902  you  carried  it  on  your  books 
that  year  subject  to  a  mortgage  at  a  value  of  $430,000? 
A.  That  is  as  I  received  it  that  year. 

Q.  Then  paying  off  the  mortgage  you  carried  it  the  next  year 
at  $531,000?    A.  That  is  it. 

Q.  You  put  in  the  value  first  in  1902  at  $505,000.     Why  did 
you  put  that  in  if  the  State  Department  had  valued  part  of  the 
property  at  $850,000  ?    A.  Which  statement  is  that,  sir — January 
1st,  1902? 
Q.  December  31,  1902?    A.  1902. 

Q.  That,  I  suppose,  would  be  the  equity?  A.  That  is  the 
equity. 

Q.  That  would  show  a  total  of  $605,000?    A.  That  is  right. 
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Q.  That  is  what  is  put  in  the  next  year,  December  31,  1903? 
A.  Plus  the  mortgage,  is  it  not  ?    No,  that  is  paid  off. 

Q.  And  that  includes  the  West  Twenty-eighth  Street  prop- 
erty. Why  do  you  put  in  the  value  there  as  $605,000  if  the  In- 
surance Department  appraised  it  at  $850,000?  A.  Because  the 
Insurance  Department  appraised  it  mortgage  and  all.  The  In- 
surance Department  appraised  the  value  of  the  land  and  the 
value  of  the  building;  we  were  carrying  it  as  an  equity. 

Q.  You  were  carrying  it  as  an  equity  in  1902  and  not  in 
]  903  ?    A.  Certainly ;  the  mortgage  'was  not  paid  off. 

Q.  Was  not  the  payment  of  the  $100,000  mortgage  the  reason 
that  you  increased  the  book  value  from  $430,000  at  the  end  of 
1902  to  $531,000  at  the  end  of  1903?    A.  Yes,  sir. 

O.  Is  there  any  other  mortgage?    A.  The  same  mortgage. 

Q.  How  much  was  the  mortgage?  A.  The  mortgage  I  think 
was  $400,000  originally. 

MR.  GILBERT:  $300,000. 

THE  WITNESS:  $300,000. 

MR.  HUGHES:  I  think  we  better  get  the  exact  figures;  I 
think  we  do  not  want  more  conjectures  about  this. 

THE  WITNESS:  Mr.  Hughes,  allow  me  to  say  I  did  not 
expect  to  be  called  on— I  have  been  attending  to  the  rents  and 
so  on  and  I  came  down  here— I  have  not  had  time  to  look  up 
these  things.    I  will  do  it  with  pleasure. 

MR.  HUGHES:  I  do  not  want  to  imply  any  reluctance;  I 
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only  want  the  facts  so  that  we  can  get  through  once  for  all  and 
do  not  have  to  go  through  a  number  of  conjectures. 

Q.  Can  you  now  state  from  recollection  what  incumbrance 
there  was  on  that  property  at  the  end  of  1903?  A.  I  cannot 
place  it  that  particular  year.  I  will  be  very  glad  to  get  you  up 
a  statement  of  it  and  give  it  to  you. 

Q.  Can  you  state  why  it  was  you  marked  up  the  property  in 
1903  $85,000?    A.  No,  sir. 

Q.  Was  not  the  reason  that  losses  had  occurred  in  other  de- 
partments of  the  business  on  loadings  and  a  very  small  gain 
in  mortality,  and  you  needed  it  to  make  a  good  showing  in 
surplus?    A.  Not  to  my  knowledge. 

Q.  You  don't  have  charge  of  that  department?  A.  Nothing 
to  do  with  it. 

MR.  GILBERT:  He  was  mainly  brought  down  to  prove  the 
net  rents  on  the  property.  He  has  the  care  of  the  real  estate 
and  collects  the  rents. 

Q.  Who  makes  up  the  statement  for  the  report  to  the  Insur- 
ance Department  with  reference  to  that  real  estate?  A.  The 
schedule  ? 

Q.  Yes.    A.  I  have. 

Q.  What  other  properties  besides  those  you  have  in  West 
Twenty-seventh  Street  did  you  put  an  enhanced  value  on  at  the 
end  of  1904 — in  other  words  just  tell  me  how  much  of  the  sur- 
plus of  1904  is  attributable  to  marking  up  the  values  of  real 
estate?  A.  I  can  only  tell  you  about  the  real  estate;  I  know 
nothing  about  the  surplus. 

Q.  Tell  me  how  much  the  values  of  real  estate  were  enhanced 
■ — the  book  value  in  1904  in  your  annual  statement  at  the  end  of 
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that  year?  A.  I  will  have  to  get  that  for  you;  I  have  not  the 
dates  before  me;  I  am  sorry. 

Q.  All  right;  that  you  can  get  for  me  and  let  me  have  it 
Monday  morning.    A.  All  right. 

Q.  Pardon  me  a  minute.  Have  you  had  any  appraisal  of  any 
of  your  properties  since  this  appraisal  that  you  now  show  me 
made  by  the  department?    A.  On  these  particular  properties? 

Q.  On  the  properties  mentioned  therein?  A.  No,  sir,  none 
at  all. 

MR.  HUGHES:  I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  722.) 

THE  WITNESS:  May  we  substitute  in  place  of  that  a  cer- 
tified copy?    This  is  part  of  the  records. 

MR.  HUGHES:  Of  course. 

Q.  Did  you  sell  this  property  in  West  Twenty-seventh  Street 
that  we  have  referred  to  and  the  contiguous  property  in  West 
Twenty-eighth  Street  ?    A.  Yes. 
Q.  When?    A.  1905. 
Q.  For  what  price?    A.  $600,000. 

Q.  Was  that  the  sale  of  an  equity?    A.  Allow  me  to  correct 
that  as  you  asked  me  both  properties  together — $675,000. 
O.  $675,000?    A.  Yes,  sir. 

O.  That  sale  was  made  subject  to  a  mortgage?    A.  Subject  to 
a  mortgage.    That  was  the  equity  value. 

O.  You  don't  know  just  what  the  incumbrance  is  at  present? 
Q.  No,  I  would  rather  not  state  about  that. 

Q.  To  whom  was  it  sold?    A.  It  was  exchanged  for  the  build- 
ing at  35  Nassau  Street. 
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0.  We  had  that  in  part  the  other  night?  A.  That  is  one  of 
the  exchanges. 

O.  Have  you  a  statement  of  the  rents  received  upon  those 
premises?  A.  Not  upon  the  1904  premises.  I  will  get  it  for  you 
it  you  will  allow  me. 

E.  W.  SCOTT,  resumed: 
BY  MR.  HUGHES: 

Q.  Mr.  Scott,  now,  recurring  to  this  question  of  the  surplus 
interest,  etc.,  for  1904,  which  amounted  toi  $357,792,  are  you 
able  to  state  to  what  extent  that  surplus  was  the  result  of 
marking  up  the  values  of  real  estate — ^book  values  I  refer  to? 
A.  I  think  I  have  a  schedule,  Mr.  Hughes,  perhaps  I  can  do 
that.     We  account  here  for  $13,5,000? 

Q.  Yes.  A.  How  much  does  that  leave?  Have  you  the 
schedule  of  real  estate? 

Q.  Here  is  the  schedule  of  the  real  estate  that  figured  in  the 
report  of  that  year?  A.  151  to  169,  inclusive  West  140th 
Street,  $30,000. 

Q.  There  you  have  about  $127,000  of  increased  value  in  your 
real  estate  to  the  marking  up  at  the  end  of  1904  which  is  in- 
cluded in  this  $353,000  of  gain  of  surplus A.  Part  of  that 

is  permanent  improvement,  just  how  much  I  cannot  tell  you. 

Q.  Yes.  A.  But  on  the  Twenty-eighth  Street  property  there 
was  quite  a  considerable. 

Q.  But  it  was  all  due  to  the  enhancement  of  value  of  real 
estate,  but  you  draw  the  distinction  that  in  some  cases  it  rep- 
resented moneys  expended  that  you  put  in?    A.  Yes. 

Q.  To  what  amount  was  that  the  case?  A.  Oh,  I  should 
think  $20,000. 
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Q.  It  left  something  over  $100,000  which  was  added  to  the 
value  on  the  books  of  the  real  estate?    A.  Yes. 

Q.  Then  in  addition  you  realized  a  profit  of  $98,000  on  your 
real  estate?     A.  Yes,  sir. 

Q.  And  that  is  roughly  $200,000.  In  addition  to  that  you 
made  a  profit  on  the  sales  of  securities  of  about  how  much? 
A.  About  $36,000. 

Q.  Your  surplus  interest  as  distinguished  from  profits  on 
sales  or  enhanced  values  was  how  much?  A.  I  could  not  an- 
swer you  that  question  at  this  moment. 

Q.  This  is  the  total  item  (handing  paper)  ?  A.  Well,  I 
know  it  is — well,  it  would  be  the  difference. 

Q.  The  difference?    A.  Yes. 

Q.  Or  about  $r  16,000  or  so?     A.  Yes. 

Q.  The  net  result  is  that  the  insurance  experience  of  the 
year  was  unfavorable  and  the  loss  on  the  insurance,  that  is 
on  your  loadings  and  your  surrenders  taken  in  connection  with 
your  gain  on  mortality  and  on  surplus  interest  would  have  left 
you  a  decrease  in  your  surplus  for  the  year  had  you  not  had 
the  advantage  of  the  sales  you  have  mentioned?  A.  Precise- 
ly. The  mortality  of  1904,  Mr.  Hughes,  as  you  will  see  by 
the  report,  if  it  is  not  there  on  that  statement,  was  consider- 
ably in  excess  of  the  previous  year,  and  that  is  what  makes 
up  very  largely  for  that  loss  in  loading. 

Q.  I  see  that  in  1903  the  surplus  interest  and  so  forth  is 
put  at  $101,000.  Is  there  any  part  of  that  which  is  made  up 
of  enhanced  values  of  real  estate?    A.  I  think  not. 

Q.  Or  gains  on  sales  of  securities  or  on  sales  of  real  estate 
apart  of  course  from  interest  returns?  A.  I  think  not.  I 
think  it  all  was  savings  in  that  year. 

Q.  Back  of  1904  was  the  surplus  interest  and  so  forth  are 
comparatively  small  amounts  as  compared  with  that  for  1904, 
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and  they  represent  the  regular  interest  gains,  do  they?    A. 
Yes,  sir;  I  think  so.     I  do  not  recollect  any  sales  in  1903. 

Q.  Did  you  in  fact  increase  your  book  values  in  1904  in 
order  that  the  results  of  your  business  for  that  year  might  not 
become  apparent?    A.  No,  sir. 

Q.  Or  you  might  have  an  increase  in  surplus?  A.  I  should 
just  as  soon  show  $500,000  as  $650,000,  but  it  was  to  take  ad- 
vantage of  the  value  that  we  had  there  under  suitable  ap- 
praisal. 

Q.  But  you  did  not  take  advantage  of  any  appraisal  that 
you  had  at  that  time,  you  recurred  to  the  old  appraisal  of  1902, 
did  you  not,  that  has  been  put  in  evidence?     A.  I  think  so. 

Q.  A  statement  is  contained  in  your  charter  to  the  effect 
that  any  surplus  arising  from  the  payment  of  persons  insured 
upon  the  non-participating  or  stock  plan  and  that  derived  from 
other  sources  shall  be  credited  pro  rata  to  the  stockholders 
but  shall  be  retained  by  the  corporation  as  a  guarantee  fund 
until  the  same  shall  amount  to  the  sum  of  $250,000,  after  which 
any  excess  may  be  divided  amongst  the  stockholders  annually. 
Has  any  amount  been  divided  amongst  the  stockholders  under 
that  clause?    A.  No,  sir. 

Q.  At  any  time?    A.  No,  sir. 

Q.  You  have  been  asked  to  produce  a  specimen  of  your 
agency  contract?    A.  Yes,  sir. 

Q.  Does  this  show  the  commissions  paid  to  agents?  A. 
Yes,  sir ;  that  is  the  uniform  contract  in  its  entirety. 

MR.  HUGHES:  I  will  have  this  marked  for  identification. 
(Paper  marked  Exhibit  723  for  identification.) 

MR.  HUGHES :  From  this  it  appears  that  the  commissions 
on  accumulation  policies  participating  are  as  follows: 
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Continued  payments,  including  joint  life,  first  year  50  per 
cent.,  second  and  subsequent  years  5  per  cent. 

Twenty  payment  life  50  per  cent,  and  5  per  cent. 

Fifteen  payment  45  per  cent,  and  5  per  cent. 

Ten  payment  75  and  5  per  cent. 

Endowment  maturing  in  30  years  50  per  cent,  and  5  per  cent. 

Endowment  maturing  20  years  45  per  cent,  and  5  per  cent. 

Endowment  maturing  in  fifteen  years  40  per  cent,  and  5  per 
cent. 

Endowment  maturing  in  ten  years  25  per  cent,  and  5  per  cent. 

That  the  rates  of  commission  on  special  investment  policies 
participating  are  as  follows  : 

Continued  payment  50  per  cent,  and  5  per  cent. 

Twenty  payment  50  per  cent,  and  5  per  cent. 

Fifteen  payment  45  per  cent,  and  5  per  cent. 

Ten  payment  35  per  cent,  and  5  per  cent. 

Twenty-five  year  endowment  bond  50  per  cent,  and  5  per 
cent. 

Twenty  year  endowment  bond  45  per  cent,  and  5  per  cent. 

Fifteen  year  endowment  bond  40  per  cent,  and  5  per  cent. 

Ten  year  endowment  bond  25  per  cent,  and  5  per  cent. 

Commissions  on  term  insurance  participating  policies,  as 
follows : 

Twenty  year  renewal  term  50  per  cent,  and  5  per  cent. 

Convertible  term  ten  year  distribution  policy  50  per  cent, 
and  5  per  cent. 

Renewable  term  to  age  70  under  age  55  at  issue  50  per  cent, 
and  5  per  cent. 

Special  policy  combination  term  renewal  option  participat- 
ing 50  per  cent,  and  5  per  cent. 

Combined  assurance  and  debenture  bond  non-participating 
45  per  cent,  and  5  per  cent. 
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Endowment  5  per  cent,  gold  bond,  45  per  cent,  and  5  per 
cent. 

It  is  further  provided  as  follows:     "Commissions  on  premi- 
ums on  all  classes  of  policies  not  named  in  Section  i,  shall  be 
determined  by  the  party  of  the  first  part;  where  policies  are 
changed  and  an  allowance  made  on  old  policy,  no  commission 
shall  be  paid  on  any  amount  thus  transferred  from  old  to  new 
policies ;  if  the  assured  under  any  policy  should  request  that  a 
change  be  made,  the  party  of  the  first  part  may  make  any  such 
change,  the  commission  thereafter  being  modified  to  such  rates 
(if  any)  as  might  be  applicable  to  the  substituted  policy;  and 
the  commissions  provided  in  Section  i  shall  not  apply  when 
the  assured  is  over  60  years  of  age,  but  the  first  year's  com- 
missions on  such  cases  shall  be  the  same  amount  in  cash  as 
would  have  been  payable  had  the  assured  been  aged  60  when 
the  policy  was  taken.     If  any  policy  issued  to  the  second  part 
cease  to  be  in  force  for  six  months  and  is  afterwards  restored 
by  any  other  party,  then  the  party  of  the  first  part  shall  be 
discharged  fully  and  entirely  from  further  liability  to  the  party 
of  the  second  part  on  account  of  said  policy,  notwithstanding 
such  restoration.     No  commissions  are  allowed  on  extra  premi- 
ums. 

THE  WITNESS :  Now  follows  the  allowance  for  expenses. 

MR.  HUGHES:  It  is  further  provided  the  party  of  the  first 
part  will  furnish  such  stationery,  books,  blanks  and  canvassing 
literature  as  it  shall  consider  necessary  to  the  conduct  of  the 
business;  to  pay  (unless  otherwise  stipulated)  the  statutory 
license  fees  required  of  the  party  of  the  second  part  and  taxes 
within  said  district,  and  also  the  fees  of  examining  physicians ; 
but  shall  have  no  responsibility  for  expenses  otherwise  in- 
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curred  under  express  agreement  in  writing  between  the  parties 
hereto. 

It  is  further  provided  should  the  party  of  the  second  part 
in  any  calendar  year,  secure  and  settle  for  hereunder,  in  ac- 
cordance with  the  rules  of  the  Society,  $5,000  in  first  year's 
premiums  on  business  as  scheduled  on  page  i  of  this  contract, 
he  shall  be  entitled  upon  the  premiums  on  said  business  of 
said  year  to  receive  an  additional  renewal  commission  of  two 
and  one-half  per  cent,  subject  to  the  stipulations  and  limita- 
tions regarding  the  payment  of  renewal  commissions  here- 
under. 

It  is  further  provided  that  the  party  of  the  second  part  shall 
be  allowed  for  traveling  and  other  expenses  of  every  name  and 
nature  an  additional  commission  on  first  year's  premiums,  on 
business  as  hereinabove  scheduled,  which  shall  be  secured  and 
settled  for  through  his  instrumentality,  as  herein  provided,  of 
twenty  per  cent. 

Should  this  contract  remain  in  force  one  year  and  after  that 
date  be  terminated  for  any  cause  not  specified  in  paragraphs  13, 
14,  15,  16  or  19  hereof,  renewal  commissions  subject  to  the  stipu- 
lations and  limitations  herein  contained  shall  continue  to  be  paid 
to  the  said  party  of  the  second  part,  his  executors  or  administra- 
tors, for  the  term  of  five  years  from  the  date  of  each  policy  while 
in  force  during  said  term,  less  one  per  cent,  of  the  premium  as 
a  collection  fee. 

Should  this  contract  remain  in  force  two  years  and  after  that 
date  be  terminated  for  any  cause  not  specified  in  pargraphs  13, 
14,  15,  16  or  19  hereof,  renewal  commissions  subject  to  the  stip- 
ulations and  limitations  herein  contained,  shall  continue  to  be 
paid  to  the  said  party  of  the  second  part,  his  executors,  admin- 
istrators, for  the  term  of  ten  years  from  the  date  of  each  policy, 
while  in  force,  during  said  term,  less  one  per  cent,  of  the  prem- 
ium as  a  collection  fee. 
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Should  this  contract  remain  in  force  three  years  and  after 
that  date  be  terminated  for  any  cause  not  specified  in  paragraphs 
13,  14,  15,  16  or  19  thereof,  renewal  commissions,  subject  to  the 
stipulations  and  limitations  herein  contained,  shall  continue  to 
be  paid  to  the  said  party  of  the  second  part,  his  executors  or  ad- 
ministrators, for  the  term  of  fifteen  years  from  the  date  of  each 
policy  while  in  force  during  said  time,  less  one  per  cent,  of  the 
premium  as  a  collection  fee. 

The  provisions  referred  to  in  paragraphs  13,  14,  15,  16  and  19 
relate  to  collection,  use  of  funds  collected,  defaults,  breach  of 
duties  in  connection  with  agreement  to  devote  full  time  to  the 
company,  to  submit  all  proposals  for  life  assurance,  whether  re- 
ported on  favorably  by  the  Medical  Examiner  or  not,  to  treat 
the  contract  as  strictly  confidential  and  to  any  interference  with 
the  business  of  the  company. 

THE  WITNESS:  Now  you  have  another  specimen  there,  I 
think,  Mr.  Hughes,  v/here  the  renewal  commission  is  7J  per  cent. 

Q.  Well,  it  is  practically  7I  per  cent,  under  this,  is  it  not?  A. 
It  is  5. 

Q.  It  is  5  with  an  arrangement  for  an  increase  if  the  premi- 
ums amount  to  $5,000,  and  if  practiced A.  Yes,  in  other  re- 
spects it  is  the  same. 

Q.  Do  you  give  bonuses  to  agents?  A.  Contingent  bonus 
sometimes.  That  was  the  practice  four  or  five  years  ago,  more 
than  it  has  been  for  the  last  year  or  two  .years. 

Q.  Have  you  more  favorable  terms  for  particular  agents,  or 
is  this  a  schedule  that  is  in  force?  A.  No,  sir,  that  is  a  schedule 
rate. 

Q.  Do  you  have  any  other  rates  for  anyone?    A.  No,  sir. 

MR.  HUGHES:  Will  you  withdraw  for  a  moment,  Mr.  Scott. 
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HENRY  MOIR,  resumed. 

MR.  HUGHES :  Mr.  Moir,  have  you  the  figures  on  the  policy 
of  Mr.  Henry  Clay  Evans  of  Chattanooga  ?    A.    I  have. 

Q.  When  was  the  policy  issued?  A.  The  policy  was  dated  the 
24th  day  of  November,  1890. 

Q.  What  was  the  kind  of  the  policy?  A.  Yearly  renewable 
term  policy  with  surplus  applied  to  maintain  the  premium  lev- 
eled. 

Q.  Was  it  one  of  the  forms  that  had  been  put  in  evidence,  the 
form  of  1889.  A.  Practically.  There  may  be  a  word  or  two 
different  in  the  contract. 

Q.  In  substance  it  is  the  same?  A.  In  substance  it  is  the 
same. 

Q.  What  was  the  age  at  time  of  issue  ?    A.  Forty-seven. 

Q.  What  was  the  amount  of  the  policy?    A.  $10,000. 

Q.  What  was  the  initial  premium?    A.  $202. 

Q.  How  long  did  the  policy  remain  at  that  amount  or  that 
rate  of  premium.    A.  For  eight  years. 

Q.  Then  how  was  this  changed  ?  A.  An  increase  in  the  prem- 
ium became  necessary. 

Q.  What  was  the  increased  rate  ?    A.  $252.50. 

Q.  That  was  the  ninth  year?   A.  Yes,  sir. 

Q.  How  long  was  that  amount  paid  per  annum?  A.  It  was 
never  paid. 

Q.  He  refused  the  legal  period?    A.  Yes,  sir. 

Q.  What  year  was  that?    A.  1898. 

Q.  Did  the  policy  then  lapse?    A.  It  lapsed. 

Q.  What  was  paid  upon  its  lapse;  did  it  have  a  surrender 
value  ?    A.  It  had  no  surrender  value. 

Q.  Why  not?  A.  Because  it  was  a  yearly  renewable  term 
policy  and  at  the  date  of  lapse  there  was  a  deficit  under  the  con- 
tract. 
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Q.  No  surplus  had  been  accumulated?  A.  A  surplus  had 
been  accumulated,  but  it  had  been  used  in  keeping  the  premium 
level,  and  it  had  disappeared  before  1898. 

Q.  That  is,  on  account  of  the  use  of  the  surplus  the  premiums 
had  not  increased  before  1898?    A.  No. 

Q.  Otherwise  they  would  have  increased?    A.  Earlier,  yes. 

Q.  As  a  matter  of  fact,  you  say  there  was  a  deficit  on  the  pol- 
icy?   A.  Yes. 

Q.  And  that  sized  ofl.    A.  Yes. 

Q.  What  was  the  rate  at  attained  age  at  the  time  the  policy 
lapsed  under  your  schedule  of  rates,  what  was  the  maximum 
rate  of  the  insured  at  that  time  ?  A.  That  rate  is  given  in  one  of 
the  schedules. 

Q.  I  want  to  compare  that  with  the  amount  which  is  charged 
the  insured  at  the  time  of  increase.  Can  you  state  it  approxi- 
mately ?  A.  I  presume  that  the  rate  was  the  same  as  the  sched- 
ule which  I  have  before  me,  $202.40. 

Q.  The  rate  to  which  it  was  raised  was  $252  at  age  attained, 
according  to  your  schedule  was  $292.    A.  The  maximum  rate. 

Q.  The  expectation  had  been  on  the  part  of  the  insured  that 
he  would  not  have  to  pay  more  than  $202,  with  which  he  started, 
on  account  of  the  increase  in  surplus  and  various  ways  of  disap- 
pointment in  his  letter?  A.  Yes.  Perhaps  I  should  add  that  a 
ten  years'  time  contract  non-participating  in  two  of  the  largest 
companies  in  existence  brought  $240,  his  age  at  entry,  $240.50  in 
the  one  company  and  $243  in  the  other. 

Q.  For  what  contract  is  that?  A.  Ten  years'  time,  from  his 
age,  forty-seven.  That  is  what  he  said  in  his  letter  he  had  re- 
ceived. He  paid  out  $202.  Now,  the  rate  for  ten  years'  insur- 
ance, term  insurance,  non-participating,  with  no  rights  of  renew- 
al, in  one  of  the  largest  companies  in  the  country  would  have 
been  $240.50. 
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Q.  Now  you  say  one  of  the  largest A.  That  is  the  Mu- 
tual. 

Q.  Is  that  the  usual  rate?    A.  That  is  the  published  Mutual 
Life  rate. 


THE  WITNESS:  But  other  corapanies=:r^ke  iConnectieut 
Mutual  is  $243. 

Q,  Th?it  shows  th^  idisa.dYaij.t.^ges  and  disappo^ntrnects  from 
attempting  to  insure  people  too  cheaply  and  raisiijg  hopes  that 
.cannot  b.e  realized?  A.  Y.es,  I  tjjink  I  said  before^  the  premium 
rates  were  p.9.id  oi>  eighty  per  G§nt.  expected  mprtality. 

Q.  Eighty  per  cent?    A.  Yies,. 

BY  THE  CHAIRMAN: 

Q.  Is  there  a  Qlau.s^  ip  th-e  policy  wl)jcj:j  W'Owld  have  w^ra^ted, 
Mf..  Evans,  of  the  possibility  or  tlje  pr.O!b.^biJi,ty,  ^J3,d  J^  so,  wM^t 
dau-Sie  ?  A.  I  ajjay  say  that  a  policy  with  th,?  .s.ain,e  £©rm  -was  Jlje 
subject  of  syit  not  lq)ng  ago,  a^d  the  jyd-gf  i:ejiidej'?d  a  decision 
saying  that  tiifi  pKjlicy  was  clear  ,a^  explicit,  ajid  th,eAe  jya^  no 
reas.on  to  mi;Sjappr€hend  its  ternjis. 

Q.  Wha't  clause  was  there  in  Mr.  Evarts'  policy  -which  ^.tfoier 
permitted  that  practice  or  should  hay.e  warijied  hirai  of  its  exis- 
tence ?    (No  reply.) 

M'R.  HUGHES:  That  policy  ha.s  been  read,  in  evidence,  but 
have  you  a  form  of  policy  under  which  Mr.  Evans  came?  A. 
Not  exactly.  There  are  some  verbal  changes,  but  the  form  I 
have  before  me  is  practically  the  form. 
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Q.  Did  the  policy  that  Mr.  Evans  had  contain  this  clause? 

"And  the  said  society  further  agrees  to  renew  and  extend  this 
insurance  upon  like  conditions  upon  each  successive  year  of  the 
life  of  the  insured,  from  date  hereof,  upon  the  payment  of  an- 
nual renewal  term  for  the  age  attained,  in  accordance  with  the 
schedule  rate  on  the  next  page  of  this  policy  for  each  one  thou- 
sand dollars  insurance,  excepting  as  reduced  by  the  appHcation 
of  the  surplus  and  guarantee  fund.  Such  payment  to  be  made 
in  semi-annual  equivalents,  payable  on  the  fifteenth  days  of  Jan- 
uary and  July,  respectively,  in  each  successive  year." 

A.  To  the  best  of  my  knowledge  and  belief  that  is  exactly  the 
same  in  that  respect. 

Q.  Then  the  provision  for  the  guarantee  fund  was  in  the  form 
that  has  already  been  read  on  the  record?    A.  Yes. 

Q.  Containing  the  words  that  after  deducting  the  expense 
charge,  which  is  limited  to  four  dollars  per  annum  on  each  one 
thousand  dollars  of  insurance,  the  society  agrees  to  appropriate 
the  residue  of  each  annual  premium  paid  upon  this  and  upon 
other  similar  policies,  as  follows : 

So  much  thereof  as  is  necessary  for  paying  the  share  of  death 
losses  will  be  deposited  .in  such  bank  or  banks  as  shall  be  desig- 
nated by  the  directors  as  a  death  fund  to  be  used  solely  in  set- 
tlement of  death  claims.  The  remainder  thereof  will  be  depos- 
ited in  trust  as  a  guarantee  fund  in  the  Farmers'  Loan  and  Trust 
Company,  or  such  other  depository  as  shall  be  designated  by  the 
directors,  and  will' be  applied  to  offset  the  otherwise  unavoidable 
increase  in  rates  of  premiums  on  account  of  advancing  age. 

That  was  the  provision?    A.  That  is  the  general  provision. 

Q.  And  the  sole  point  was  that  the  insured  got  the  idea  that 
under  that  the  accumulation  would  be  enough  to  prevent  a 
change  of  rates?    A.  That  is  right. 

Q.  And  that  is  what  those  who  issued  the  policy  believed;  at 
least  that  is  what  was  held  out  as  the  confident  expectation  ?    A. 


5236 


Testimony  of  Henry  Moir 

Yes,  that  these  rates  would  continue  during  the  expectation,  and 
not  longer. 

Q.  Yes,  there  is  a  schedule  stated  there  of  rates  which  would 
be  charged  if  the  surplus  did  not  exist,  and  it  turned  out  it  did 
not?     A.  Yes. 

Q.  Now,  we  have  another  letter  here A.  Mr.  Hughes, 

there  is  one  point  in  regard  to  expenditure  which  perhaps  I  could 
explain  a  little  more  clearly  if  you  wish  that  explanation. 

Q.  I  do  not  think  you  can  add  anything  to  it,  I  think  we  under- 
stand it  fully,  but  if  you  are  desirous  of  explaining  it  you  may. 
A.  The  gain  and  loss  exhibit  is  rather  an  elastic  schedule,  and 
in  1903 — ^between  1903  and  1904 — there  was  a  change  in  bookeep- 
ing  arrangement,  whereby  the  charge  on- outstanding  premiums 
was  increased  fifteen  per  cent.,  I  think,  or  seventeen  and  one-half 
per  cent.,  in  the  two  years,  which  made  a  difference  in  loadings 
of  roundly  sixty  thousand  dollars.  That  difference  could  only  be 
charged  against  loadings,  but  there  was  in  effect  no  real  difference. 

Q.  Who  made  this  difference?  A.  The  difference  was  made 
in  the  returns  to  all  departments. 

Q.  Who  established  the  rule  necessitating  the  difference?  A. 
It  was  made  in  the  company. 

Q.  You  advanced  this  explanation  in  connection  with  the  show- 
ing for  1904?    A.  Yes. 

Q.  The  loss  on  loading?  A.  The  loss  on  loading  was  book- 
keeping as  between  the  two  years  to  the  extent  of  fifty-five  thou- 
sand or  sixty  thousand  dollars. 

Q.  Why  should  it  have  been?  A.  Because  of  the  change  in 
practice,  the  change  in  plans  in  creating  outstanding  premiums. 

O.  If  }"0u  can  g'et  to  the  bad,  fifty  thousand  dollars  one  year 
that  wav,  you  can  get  to  the  good,  fifty  thousand  dollars  the  other 
way  by  changing  the  bookkeeping  can  you  not?  A.  I  do  nqt 
.think  the   Insurance.  Department   would  allow"  a  change  from 
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twenty  per  cent,  deduction  to  a  five  per  cent.  They  would  allow 
the  change  the  other  way. 

Q.  What  was  the  change  you  made  ?  A.  It  meant  taking  credit 
for  less  outstanding  premiums  to  the  extent  of  fifteen  to  seventeen 
and  one-half  per  cent.,  and  the  only  place  in  which  that  can  pos- 
sibly get  in  the  gain  and  loss  exhibit  is  in  loadings. 

Q.  Here  is  a  letter  written  by  jour  company  with  regard  to 
Chestnut  Policy,  October  2,  1904,  No.  63,856,  as  follows:  That 
is  written  'by  a  general  agent  of  your  company. 

"Octolier  26,  1905. 
"Messrs.  Hes.se  &  Shingler, 

"Charleston,  South  Ca,roljng,. 

"Gentlemen : — Your  letter  of  October  20  to  the  home  office  of 
the  Provident  Savings  regarding  Policy  63,856,  on  the  life  of 
Cornelius  Chestnut,  which  policy  is  assigned  to  you  has  been 
referred  to  me  fo-r  reply.  I  am  informed  by  the  home  office  'that 
the  premium  which  has  been  charged  for  the  past  eleven  years 
Winder  .tihd'S  (policy  is  .so  .exGeedingly  low  and  the  raortaliity  experi- 
ence in  this  class  has  been  higher  thaaa  ijyas  .originally  amitieipated, 
that  there  h3.«  beep  no  diyijieipidi  -earnings.  In  a^i^CTidtoce  with  the 
terms  of  the  present  policy,  the  insurance  may  conliu-Uie  beyond 
October  g,  1905  withput  ijew  medical  examination  being  rcqwired 
u;nder  any  form  now  issued  by  the  Society  at  the  premium  rate  ior 
the  insured's  attained  age.  We  thijik  io  vievi^  of  Mr.  ChestmUit's 
advanced  ag^  a  continued  payment  nQn-particip^ti.ijig  poliicy  wojild 
be  the  most  desira,ble.  Under  this  form  the  anijua^,  r^t<e  per  thou- 
sand is  $112,63." 

Q.  Mr.  Chestnut's  policy  was  issued  at  age  59,  amount,  $3,000? 
A.  Yes. 
Q.  October  2,  1894,  and  the  initial  premium  was  $130.11,  and 
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how  long  did  he  pay  that  premium  ?  A.  The  poHcy  contract  pro- 
vides it  should  run  to  the  age  of  70. 

Q.  That  was  a A.  A  fixed  rate  for  eleven  years  of  in- 
surance. 

Q.  And  this  was  issued  in  1894?  A.  Yes.  Perhaps  I  could 
illustrate  again 

Q.  Pardon  me.     He  got  to  the  age  of  70?    A.  Yes,  sir. 

Q.  And  then  he  wanted  to  know  what  he  was  going  to  get? 
A.  Yes,  sir. 

Q.  And  then  he  referred  to  this  clause  in  the  policy  regarding 
dividends  and  extended  insurance :  "The  surplus  contributed  by 
this  policy,  if  it  be  in  force,  at  its  anniversary  in  1905  will  then 
be  paid  as  a  dividend  in  cash,  except  that  if  written  application 
shall  have  been  made  therefor  not  less  than  one  year  prior  thereto, 
the  Society  will  at  said  anniversary  issue  upon  the  life  of  within 
named  insured,  without  medical  re-examination,  a  new  renewable 
term  policy  for  quinquennial  or  longer  period  than  his  option  for 
an  equal  or  less  amount  of  insurance,  conditioned  upon  the  pay- 
ment of  the  Society's  rates  of  premium  for  his  then  attained  age, 
and  in  such  case  said  dividends  will  be  applied  to  reduce  the 
premiums  payable  thereon.  If  after  three  years  the  policy  be 
terminated  solely  by  the  non-payment  of  any  premium  when  due 
the  owner  hereof  will  be  entitled  to  the  surrender  value  in  extended 
insurance  as  provided  in  the  Statutes  of  the  State  of  New  York, 
Laws  of  1892,  etc."  A.  There  was  no  surplus  contributed  by  this 
policy. 

Q.  Then  he  was  not  entitled  to  anything?  A.  He  was  entitled 
to  continue  the  insurance 

Q.  On  paying  for  it?  A.  Whatever  the  state  of  his  health 
might  be. 

Q.  Well,  that  is,  he  was  entitled  to  continue  the  insurance  at 
attained  age  without  a  medical  examination?    A.  Yes. 

Q.  The  advantage  to  him  under  the  policy  was  the  freedom 
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from  the  necessity  of  passing  a  medical '  examination  ?  A.  Yes, 
and  the  protection  he  obtained  during  the  eleven  years. 

Q.  This  was  a  term  policy  to  age  70?    A.  Yes,  sir. 

Q.  And  the  net  result  was  that  what  he  had  paid  in  in  annual 
premiums  of  $130.11  for  eleven  years  simply  sufficed  according 
to  the  experience  of  your  company  to  carry  his  insurance  and  left 
him  nothing  for  the  money  except  the  fact  that  his  risk  had  been 
carried?  A.  That  is  so.  As  a  matter  of  fact,  it  did  not  suffice, 
it  was  not  enough. 

Q.  Was  that  because  of  the  heavy  mortality  in  the  company? 
A.  Partly  so,  and  partly  because  the  premium  may  have  been 
much  too  low. 

Q.  The  premium  was  too  low?    A.     I  think  so. 

Q.  And  the  mortality  too  high?    A.  Yes. 

Q.  That  is  a  bad  combination?    A.  I  think  so. 

Q.  What  about  agents'  balances  in  your  company,  do  you 
know  about  those?    A.  No,  nothing  whatever. 


EDWARD  W.  SCOTT  resumed. 
BY  MR.  HUGHES  :  - 

Q.  Mr.  Scott,  regarding  your  agreement  with  agents,  you  have 
under  date  of  November  15,  1905,  issued  a  supplemental  letter  as 
to  non-participating  plans?    A.  Yes. 

Q.  And  in  brief  the  purport  of  that  is  what,  to  raise  the  com- 
missions on  non-participating  business?     A.  Somewhat,  yes,  sir. 

Q.  To  make  them  more  nearly  approach  the  commissions  on 
participating  business?.   A.  Yes,   sir. 

Q.  Prior  to  that  time  it  was  to  the  advantage  of  the  agent  not 
to  write  non-participating  business?     A.  Exactly. 
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Q.  And  the  participating  business  paid  you  a  larger  premium  ? 
A.  The  participating  business,  yes,  sir. 

Q.  Although  the  surplus  results  had  not  been  as  anticipated? 
A.  I  must  say  that  during  the  last  year  there  has  been  a  tendency 
to  writing  a  larger  line  of  non-participating  business  generally  in 
the  companies. 

Q.  And  what  has  been  the  reason  for  that — has  that  been  a 
general  disappointment  with  results  on  dividends  in  participating 
business?     A.  To  some  extent,  I  must  say. 

Q.  And  in  this  circular  you  have  given  the  agents  an  additional 
advantage  in  non-participating  business?    A.  Yes,  sir. 

Q.  Well,  you  refer  to  this  year,  to  the  result  of  the  agitation 
this  year?     A.  To  some  extent,  yes. 

Q.  Growing  out  of  the  Equitable  trouble?    A.  Very  largely. 

Q.  With  regard  to  agent's  bonds,  do  you  treat  those  as  assets? 
A.  No,  sir,  we  do  not. 

Q.  What  do  you  do  at  the  end  of  the  year  when  you  have  a 
large  amount  of  agents'  balances  and  you  wish  to  make  a  good 
showing  by  your  report,  do  you  get  in  a  temporary  payment  and 
then  loan  out  money  again  to  the  agents  ?  A.  We  have  our  agents 
pay  up  their  balances  as  fully  as  they  can. 

Q.'  At  what  time  in  the  year?    A.  In  December. 

Q.  Then  do  you  in  January  make  increased  advances  to  them? 
A.  Usually  less  amounts. 

Q.  Well,  take A.  Not  in  January,  but  the 

Q.  Early  in  the  year?    A.  Early  in  the  year. 

Q.  In  other  words,  if  you  were  to  take  the  agents'  balances  as 
they  exist,  say  on  the  1st  of  December  in  a  given  year,  and  as 
they  exist  on  the  ist  of  March  the  following  year,  there  would 
not  be  much  difference?  A.  Well,  that  would  depend  upon  the 
condition  of  the  agents. 

Q.  But  if  you  took  them  on  December  31st  and  compared  them 
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with  the  1st  of  December  there  would  be  quite  a  difference?    A. 
Yes. 

Q.  Frankly,  is  it  not  the  point  that  they  are  encouraged  to  give 
you  payments  in  December,  and  in  that  way  free  a  certain  amount 
for  your  cash  balance  ?     A.  It  is  the  usual  practice,  yes,  sir. 

Q.  Which  otherwise  would  be  treated  as  a  non-admitted  asset 
by  the  Department  ?     A.  Yes. 

Q.  To  what  extent  does  that  go,  do  you  get  checks  from  them 
which  you  treat  as  cash  at  any  time?     A.  Yes. 

Q.  Do  you  get  checks  from  them  on  the  31st  day  of  December 
sometimes  which  you  carry  over?     A.  Or  before. 

Q.  Do  you  take  checks  which  you  treat  as  cash  which  do  not 
go  through  the  banks?  A.  Well,  very  seldom.  I  do  not  think 
that  our  cash  in  the  office — that  would  be  cash  in  office  ever 
exceeds  $20,000. 

Q.  It  appears  from  your  report  for  1903  that  the  amount  of 
agents'  debit  balances  were  $235,333.23,  and  the  amount  of  agents' 
balances  for  1904  were  $'77,005.77.  What  was  the  explanation  of 
the  difference?     A.  We  charged  off  the  difference.. 

Q.  You  mean  charged  to  profit  and  loss?    A.  Yes,  sir. 

Q.  They  were  not  reduced  by  giving  any  cash  at  that  time? 
A.  No,  sir.     Is  not  that  correct,  Mr.  Hubbard? 

MR.  HUBBARD:  Yes. 

Q.  Can  you  give  me  a  statement  by  ittonths  of  the  amounts  of 
your  monthly  debit  balances  to  agents  for  a  period  of  five  years? 
A.  Yes,  sir. 

Q.  If  you  will  have  that  for  me  on  Monday  morning,  and  also 
a  statement  that  I  asked  with  regard  tO'  that  real  estate. 

MR.  GILBERT :  Let  me  know  exactly  what  you  want,  and  I 
will  have  it. 
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MR.  HUGHES :  If  five  years  imposes  too  much  of  a  burden  on 
you  in  that  respect 

THE  WITNESS :  It  would  be  quite  a  task. 

MR.  HU'GHES :  Make  it  two  years,  and  that  will  answer  our 
purposes.  Make  it  from  January,  1903,  to  November,  1905,  the 
monthly  balances  of  the  agents,  and  that  will  answer  the  purpose. 

Before  we  go,  will  you  state,  Mr.  Moir,  whether  the  Blue  Book 
figures  are  correct  of  the  premiums  received,  payments  to  policy- 
holders and  expenses  and  total  disbursements. 

MR.  MOIR:  The  expense  item  certainly  was  incorrect.  That 
was  given  correctly  in  a  statement  filed  with  Mr.  Hughes. 

MR.  HUGHES :  Have  you  the  data  which  will  enable  you  to 
state  the  total  your  company  has  received  from  its  organization 
in  premiums,  and  the  total  it  has  paid  to  its  policyholders  ? 

MR.  MOIR:  No. 

MR.  HUGHES :  Have  you  no  records  which  will  enable  you 
to  state  that? 

MR.  MOIR :  Not  to  my  knowledge,  in  the  company.  We  must 
have  some  sort  of  record  which  will  state  it,  but  I  do  not  know  it. 

MR.  GILBERT :  Mr.  Hubbard  says  he  will  give  you  a  state- 
ment of  that  on  Monday  morning,  Mr.  Hughes. 

THE  CHAIRMAN :  The  Committee  will  now  take  an  adjourn- 
ment until  Monday  morning,  December  18,  1905,  at  10 :3a  A.  M. 
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City  Hall,  New  York  City. 

December  i8th,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

HENRY  MOIR,  resumed. 

BY  MR  HUGHES : 

Q.  Have  you  prepared  a  statement  of  the  total  receipts  from 
premiums  and  payments  to  policyholders  from  the  organization  of 
your  Society?     A.  Yes,  sir. 

Q.  (Handing  paper)  :  Is  that  correct?  A.  Yes,  to  the  best  of 
my  knowledge. 

Q.  Where  did  you  get  the  data  for  that  statement?  A.  Prin- 
cipally from  the  reports  to  Departments. 

MR.  HUGHES :  I  ofifer  it  in  evidence.  ^ 

(Paper  marked  Exhibit  724.) 

Mr.  Hughes  read  Exhibit  No.  724. 

Q.  How  much  of  this  is  the  legal  reserve,  that  is,  how  much  of 
the  $7,926,128  is  the  legal  reserve?  A.  About  seven  millions  and 
a  few  thousand  dollars  over. 
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O.  Have  you  got  the  exact  figures — $7,174,431?  A.  Yes,  that 
is  so. 

Q.  And  the  difference  between  $7,926,198  which  you  say  are 
the  admitted  assets  now  held  for  protection  of  policyholders  and 
$7,174,431  is  the  surplus  as  of  the  31st  of  December,  1904?  A. 
That  is  right. 

Q.  Have  you  a  statement  of  the  mortality  of  your  company 
exclusive  of  the  mortality  of  the  first  policy  year  ?     A.  I  have. 

O.  Do  you  include  the  mortality  of  the  first  policy  year  in 
making  a  computation  of  your  surplus  earnings  ?     A.  No. 

Q.  Why  not?  A.  Because  the  policy  contracts  provide  that  the 
first  year  shall  be  excluded  in  every  case. 

Q.  From  the  computation  of  surplus  ?    A.  Yes. 

Q.  Here  is  a  sample  policy  of  your  company.  Please  point  out 
the  provisions  of  that  effect?  A.  In  the  current  policy  form  it 
takes  the  form  of  being  one-year  term  insurance  and  thereafter 
renewable. 

Q.  You  mean  preliminary  term?     A.  Preliminary  term. 

Q.  And  in  your  former  policies  it  took  what  form?  A.  I  will 
read  the  exact  form. 

Q.  Yes,  give  me  the  provision  under  which  you  claim  the  right 
to  exclude  that ?  A.  (Indicating.)  That  has  already  been  read  in 
evidence. 

Q.  You  refer  to  policy  form  of  January,  1887,  of  what  class — 
well,  you  have  given  me  the  Owen  policy  which  has  been  read  in 
evidence?     A.  Yes. 

Q.  75  per  cent,  of  the  insurance  portion  of  each  annual  premium 
paid  hereon,  excluding  the  first  year. 

Q.  You  mean  the  reference  of  75  per  cent,  of  the  insurance  por- 
tion of  each  renewal  premium  indicates  that  you  are  not  to  take 
into  consideration  the  mortality  rate  of  the  first  year  in  computing 
surplus?    A.  Yes. 

Q.  Is  there  any  other  language  upon  which  you  base  that  con- 
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struction?     A.  The  language  is  somewhat  similar  in  all  the  old 
policy  forms. 

Q.  Is  the  language  from  which  you  deduce  this  method  or  the 
right  to  employ  this  method  of  computation  the  reference  to  the 
75  per  cent,  of  renewal  premiums  and  the  subject  of  deposit  as  a 
death  fund?  A.  It  explicitly  excludes  the  first  premium  for  all 
computations. 

Q.  Where?     A.  By  providing  for  the  renewal  premium. 

Q.  When  you  say  it  explicitly  excludes  the  first  year's  premiums, 
you  mean  it  does  so  by  the  use  of  the  word  renewal  premiums  in 
connection  with  the  provision  for  a  deposit  of  75  per  cent,  to  con- 
stitute a  death  fund  ?    A.  Yes,  that  is  right. 

Q.  Have  you  the  mortality  rate  exclusive  of  the  first  year 
(handing  paper.)  Is  that  a  correct  statement?  A.  That  is  cor- 
rect. 

MR.  HUGHES :  I  will  read  it. 


1 890- 1 

1. 100 

I89I-2 

1.086 

1892-3 

1.049 

1893-4 

1. 182 

1894-5 

1.202 

1895-6 

I.2II 

1896-7 

1.225 

1897-8 

I-I53 

1898-9 

I-350 

1899-0 

1.065 

I900-I 

1.034 

I90I-2 

I.OIO 

1902-3 

1.066 

1903-4 

I.09I 
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Q.  What  do  those  figures  mean?  A.  They  give  the  ratio  be- 
tween the  actual  losses  and  the  expected  losses  for  the  years  stated. 

Q.  Then  the  actual  losses  were  in  1890  to  1891  10  per  cent,  more 
than  the  expected?  A.  That  is  right,  yes,  excluding  the  light 
mortality  of  the  first  year. 

Q.  You  have  presented  a  statement  'with  regard  to  the  expenses 
of  1904.  Is  that  accurate  from  your  books?  A.  Yes,  accurate 
from  the  gain  and  loss  exhibit. 

MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  725.) 

Mr.  Hughes  read  Exhibit  No.  725.    ' 

Q.  What  was  the  class  of  policy  upon  which  the  loadings  were 
high  which  had  been  considerably  reduced  in  amount?  A.  The 
five-year  combination  term  policy. 

Q.  You  remember  a  case  of  a  policy  on  the  life  of  Isaac  Shapira, 
No.  29,771,  issued  April  25th,  1889?  A.  No,  I  have  no  recollec- 
tion. 

Q.  You  have  had  considerable  correspondence  in  regard  to  that 
policy,  have  you  not  ?  A.  I  am  not  aware  of  it.  I  do  not  remem- 
ber the  name  at  all. 

Q.  It  appears  on  April  25th,  1899,  there  was  issued  by  your  com- 
pany on  the  Shapira  life  a  policy  at  the  annual  premium  of  $192.50. 
It  appears  that  this  amount  was  paid  annually  for  nine  years,  when 
there  'was  an  increase  to  $240.63  ;  that  this  rate  was  raised  annually 
until  1903,  when  the  rate  was  $488.60,  the  policy  being  in  amount 
$5,000.     A.  That  policy  must  have  been  a  very  old  life. 

Q.  That  policy  must  have  been  a  very  old  life,  you  say?  A. 
Yes. 

Q.   (Handing  paper.)  Looking  at  this  policy,  which  I  under- 
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stand  was  issued  on  the  surrender  of  the  original  policy  and  dated 
back,  would  you  find  the  age  at  which  the  assured  originally  took 
his  policy?    A.  He  was  aged  59  in  1889. 

Q.  And  the  policy  which  is  in  your  hands  was  dated  back  to 
1889  and  issued  in  exchange?    A.  Yes. 

Q.  For  $5,000?    A.  Yes. 

Q.  Now  I  have  here  what  I  understand  is  a  schedule  of  rates 
which  you  gave  per  $1,000,  which  would  be  the  rates  paid  by 
Shipira  under  his  old  policy  had  he  continued  it  (handing  paper). 
These  are  the  maximum  rates  which  could  have  been  charged. 

Q.  These  are  the  maximum  rates  which  could  have  been 
charged?    A.  Yes. 

MR.  HUGHES  :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  726.) 

Mr.  Hughes  then  read  Exhibit  No.  726. 

THE  WITNESS :  I  cannot  swear  to  the  accuracy  of  those 
figures. 

Q.  I  understand  that  this  came  from  your  company.  You  can 
make  any  correction  if  on  looking  at  it  you  fiiid  there  is  any  in- 
accuracy?    A.  Yes. 

Q.  Now,  this  was  an  insurance  taken  in  1889,  the  policy  was  in 
amount  $5,000,  and  in  1903  was  $488.60  or  $122.15  a  thousand? 
A.  $5,000  policy — $97.72  per  thousand. 

Q.  On  a  five  thousand  dollar  policy.  Now,  what  was  the  age 
of  entry— 59?    A.  59  in  1889. 

Q.  And  the  maximum  amount  that  could  be  charged  at  age  73 
was  how  much?    A.  By  this  table  $145.20. 

Q.  Now,  it  was  actually  possible  under  that  form  of  policy  that 
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Mr.  Shapira,  had  he  retained  it  and  reached  age  80,  would  have 
been  compelled  to  pay  in  the  neighborhood  of  $1,300  a  year? 
A.  That  is  so. 

Q.  And  your  explanation  of  that  situation  is  what?  A.  That 
the  mortality  rates  at  age  80  are  very  high. 

Q.  Now,  this  was  started  as  a  policy  upon  which  it  was  not  ex- 
pected that  premiums  would  be  increased  at  all  ?  A.  Oh,  yes,  they 
were  certainly  expected  to  be  increased. 

Q.  It  was  expected  that  the  surplus  gains  would  be  suificient  to 
meet  any  extra  cost  of  insurance  as  age  progressed  ?  A.  No ;  the 
most  favorable  statement  I  have  ever  seen  is  that  the  surplus  gains 
were  expected  to  maintain  the  premiums  level  during  the  ex- 
pectation of  life,  a  man  at  age  50  would  not  be  expected  to 
reach  80. 

Q.  What  would  be  his  expectation?  A.  14.7  by  the  American 
table. 

Q.  That  would  bring  him  up  to  about  73  ?    A.  Yes,  nearly  74. 

Q.  And  he  starts  in  with  the  payment  on  $5,000  of  $192.50,  and 
at  73  the  maximum  payment  which  he  could  be  compelled  to  make 
was  about  $700?    A.  Yes. 

Q.  So  that  although  he  might  be  expected  to  pay  these  pre- 
miums charged  in  the  policy  through  his  expectation  of  life  ac- 
cording to  the  provisions  of  the  policy  on  which  you  rely  you 
would  have  been,  entitled  at  any  time  to  increase  the  rates  during 
his  expectation,  and  on  the  expiration  of  his  expectation  of  life 
he  would  have  been  paying  something  over  seven  hundred  dollars 
a  year,  which  in  the  next  few  years  would  have  run  up  to  an 
amount  as  high  as  thirteen  hundred  dollars?  A.  Yes,  and  those 
are  the  maximum  rates  and  that  table,  as  I  say,  I  cannot  swear  to. 

Q.  You  can  have  that,  and  if  there  is  any  correction  to  be  made 
in  it  I  would  be  glad  to  have  it. 

Q.  But  you  know  that  he  did  get  insurance  at  the  original  rates 
for  nine  years  out  of  the  fourteen  ? 
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Q.  Now,  when  you  gave  him  this  insurance  in  exchange  for  the 
policy  that  you  had,  you  took  the  face  of  the  policy  and  scaled  it 
to  what  amount — I  am  referring  to  1903?  A.  By  the  reserve 
value  of  this  policy  there  was  a  division. 

Q.  What  amount  was  that  ?  A.  That  I  cannot  say,  I  am  afraid 
I  have  not  the  table  here  necessary  to  show  it. 

Q.  About  thirteen  hundred  dollars,  wasn't  it?  A.  That  would 
seem  a  reasonable  figure.     Was  the  exchange  made  April,  1903  ? 

Q.  Yes.  A.  Then  the  reserve  should  have  been — at  that  time 
— ^$2,142. 

Q.  And  the  face  of  his  policy  would  have  been  what  amount-— I 
mean  the  net  amount  of  his  new  policy  would  be  what  amount? 
A.  The  difference  between  $5,000  and  $2,142. 

Q.  In  the  neighborhood  of  three  thousand  dollars  ?    A.  Yes. 

Q.  And  the  difference  you  have  mentioned  as  the  amount  of  the 
reserve  constitutes  a  lien  upon  the  policy?     A.  Yes. 

Q.  Does  that  run  with  interest?  A.  Yes,  that  runs  with  in- 
terest. 

Q.  Interest  at  what  rate  ?    A.  5  per  cent. 

Q.  Down  to  1903  the  insured  had  paid  $3,852,  had  he  not,  un- 
der the  old  policy  ?     A.  I  presume  that  this  statement  is  correct. 

Q.  And  under  the  new  policy  he  has  paid  amounts  to  bring  the 
total  payments,  exclusive  of  interest,  up  to  about  $4,500?  A. 
That  is  about  correct. 

Q.  About  $4,500  he  has  paid  to  date,  and  he  says  he  has  got 
insurance  of  about  $3,700,  and  that  is  figuring  the  lien  of  $1,300. 
If  you  are  right  in  the  amount  of  the  lien  it  would  only  be  three 
thousand  dollars  ?    A.  That  is  so. 

Q.  And  he  has  got  to  pay  to  maintain  the  insurance  $312  a  year 
from  now  on  ?    A.  Yes,  sir. 

Q.  That  is  an  illustration  of  the  way  that  insurance  of  that  class 
results?  A.  This  is  a  most  unusual  exchange — it  is  such  a  case 
as  I  have  never  seen  before.     I  personally  have  not  seen  that  case. 
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Q.  Why  is  it  unusual?  A.  First  the  age  of  the  Ufa  is  older 
than  the  usual  ages  of  entry  and  the  exchange  is  made  to  a  non- 
participating  form  dated  back,  and  a  form  which  does  not  provide 
for  the  additional  benefits  which  most  of  the  exchange  policies  do. 

MR.  HUGHES :  You  had  better  look  up  the  history  of  that 
policy,  and  let  me  have  any  facts  which  should  be  taken  in  con- 
nection with  it  by  way  of  explanation. 

Q.  Were  you  ever  engaged  as  an  actuary  in  Great  Britain? 
A.  I  was. 

Q.  For  how  long  a  time  ?  A.  Well,  as  an  actuary  about  ten  or 
twelve  years.     In  life  insurance  for  fifteen  or  sixteen  years. 

Q.  With  what  company  were  you  engaged  as  actuary  ?  A.  The 
Scottish  Life  Insurance  Company  of  Edinburgh. 

Q.  What  is  the  practice  of  the  English  companies  with  regard 
to  the  payment  of  dividends?  A.  The  system  there  is  entirely 
different  from  what  it  is  here. 

Q.  In  what  respect?  A.  The  surplus  is  ascertained  at  periodi- 
cal intervals,  most  commonly  five  years.  When  the  surplus  is 
ascertained  at  a  five-year  period,  the  greater  part  of  it,  sometimes 
every  dollar  of  it,  is  distributed,  and  distributed  by  fixed  rules 
amongst  the  policyholders  according  to  the  amount  of  their  poli- 
cies and  the  number  of  premiums  they  have  paid. 

Q.  Explain  this  a  little  more  fully.  You  say  it  is  distributed  by 
fixed  rules.  How  are  the  fixed  rules?  A.  The  rules  are  gener- 
ally incorporated  in  the  charter  of  a  company.  For  example,  one 
company  may  have  a  statement  that  the  surplus  may  be  distributed 
as  an  addition  to  the  sum  assured,  payable  in  the  event  of  death. 
Another  company  may  have  a  similar  provision  which  is  called  the 
compounding.  That  is  that  the  surplus  calculations  made  not 
only  on  the  sums  assured,  but  on  the  sum  assured  and  previous 
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additions.     Other  companies  again  have  a  provision  for  allocation 
in  cash ;  but  that  is  more  unusual  and  less  popular. 

Q.  Do  the  companies  ascertain  exactly  the  amount  of  their 
gains  for  the  periods  in  question  ?  A.  Theyi  are  under  no  obliga- 
tion to  put  up  any  specific  reserve.  The  fixing  of  the  reserve  is, 
therefore,  left  in  their  own  discretion,  and  when  that  is  fixed  the 
difference  between  that  amount  and  the  assets  in  hand  represent 
the  surplus. 

Q.  They  then  set  aside  what  they  think  is  a  sufficient  guarantee 
fund,  and  they  rely  upon  the  publicity  that  is  given  to  their  opera- 
tions as  the  safeguard — as  a  sufficient  safeguard?     A.  That  is  so. 

Q.  Now,  having  determined  what  they  think  is  a  sufficient  re- 
serve, do  they  take  their  actual  assets  and  figure  the  actual  surplus 
over  and  above  that  reserve  ?    A.  They  do. 

Q.  And  actually  distribute  that  surplus?    A.  They  do. 

Q.  The  whole  of  it  ?  A.  Generally  the  whole  of  it.  Some  com- 
panies have  provisions  for  distributing,  say,  ninety-five  per  cent,  to 
the  policyholders  and  five  per  cent,  to  the  shareholders,  or  ninety 
per  cent,  to  the  policyholders  and  ten  per  cent,  to  the  shareholders. 

Q.  And  they  distribute  this  either  by  allowing  insurance,  or  in 
some  cases  by  cash  distribution  ?  A.  In  some  cases,  comparatively 
few,  by  cash  distribution.  The  common  way  is  to  distribute  it  as 
paid-up  life  insurance  as  an  addition  to  the  face  value  of  the 
policy. 

Q.  Which  they  notify  the  policyholder  at  the  time?  A.  Yes, 
sir.  Of  course,  in  these  cases  the  notification  to  the  policyholder 
is  received  some  six  months  after  the  actual  date  of  allocation,  be- 
cause the  distribution  is  made  at  the  end  of  the  year,  the  31st  of 
December,  and  the  notification  to  policyholders  probably  won't 
come  out  for  several  months  after. 

Q.  Are  there  distributions  in  less  period  than  five  years?  A. 
Some  companies — I  think  there  is  only  one  company  that  makes 
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an  annual  distribution^ — some  three  annually,  and  some  quinquen- 
nially,  and  some  seven  years  only. 

Q.  What  is  the  company  that  makes  an  annual  distribution? 
A.  The  Prudential  of  London,  I  remember,  is  one,  and  that  is  the 
only  one  I  remember. 

Q.  Is  the  business  of  the  Prudential  of  London  largely  non- 
participating  ?     A.  No,  sir ;  it  is  largely  industrial. 

Q.  And  participating?     A.  And  participating. 

O.  Have  many  companies  failed  abroad,  in  Great  Britain?  A. 
In  the  last  thirty  years  I  think  there  have  been  none. 

Q.  They  have  failed?  A.  Yes.  In  1870  or  1871  there  were 
one  or  two  very  bad  failures,  and  that  caused  the  passing  of  the 
Life  Assurance  Companies'  Act  at  the  time. 

Q.  How  do  the  premiums  abroad  compare  with  those  here? 
A.  The  participating  premiums  are  a  trifle  higher,  I  think.  I 
have  statistics  of  that  elsewhere,  but  I  have  not  got  those  with 
me.  The  non-participating  premiums  in  this  country  are  lower, 
I  think. 

Q.  Is  there  any  difference  with  regard  to  the  part  that  divi- 
dends play  in  the  operations  of  the  company?  A.  I  think  there  is. 
Companies  there  are  judged  more  largely  by  their  dividends  than 
they  are  here. 

Q.  Is  it  true  that  in  Great  Britain  the  company  figures  out 
about  what  dividend  it  wants  to  pay,  and  makes  its  rates  and  man- 
ages its  business  in  order  to  reach  the  results  desired?  A.  Yes, 
sir.  That  is  one  of  the  main  differences  between  the  actuarial  sys- 
tem in  this  country  and  in  Great  Britain. 

Q.  Indeed,  it  is  the  goal  there,  and  here  it  is  the  accident,  or  in- 
cident.    A.  I  would  not  call  it  an  accident  here. 

Q.  It  is  not  accident  insurance — incident,  it  is  an  incident.  A. 
There  the  custom  is  to  make  the  premiums  equitable  as  between 
the  policyholders  of  different  ages,  and  so  forth,  and  have  the 
distribution  by  fixed  rules.     Here  there  is  not  the  same  trouble 
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taken  to  make  the  premiums  equitable  as  between  policyholders, 
but  the  equity  is  introduced  in  the  distribution  of  the  surplus. 

Q.  What  do  they  do  over  there  to  make  premiums  equitable 
between  policyholders — what  do  you  mean  by  that?  A.  They 
usually  add  a  loading  to  the  net  premium  for  expenses,  and  there- 
after add  a  certain  amount  to  provide  the  class  of  bonus  which 
the  charter  of  the  company  provides  for. 

Q.  That  is  the  class  of  dividend  ?    A.  Class  of  dividend.  * 

Q.'So  after  paying  the  loading  for  expenses  they  add  an- 
other amount  on  the  calculation  of  what  they  will  want  to 
pay  in  dividends.  A.  That  is  so.  Usually  they  pay  more  than 
they  calculate  upon  in  that  way. 

Q.  What  are  the  agency  methods  in  Great  Britain?  A.  En- 
tirely different  from  the  methods  here.  Most  companies  have 
some  hundred  agents  who  possibly  write  one  or  two  policies 
each  year,  and  possibly  write  none-.  They  are  not  professional 
agents. 

Q.  They  must  be  engaged  in  some  other  lines  of  business? 
A.  They  are  engaged  in  other  lines  of  business,  bankers,  soli- 
citors, even  little  grocers  in  little  country  stores  have  agencies 
for  life  insurance  companies.  They  write  very  few  policies 
personally;  many  of  them  know  little  about  the  way  to  write 
business ;  and  they  are  assisted  by  an  inspector  of  agents  from 
the  home  office,  an  official,  or  branch  official,  who  goes  about 
and  gets  introductions  from  these  men  to  various  policyholders 
and  help  them  write  their  business. 

Q.  Does  the  business  increase  very  much  from  year  to  year? 
A.  Not  in  anything  like  the  volume  that  it  has  increased  in 
this  country. 

Q.  What  is  the  proportion  of  the  number  of  policyholders 
to  the  population  of  Great  Britain  as  compared  with  the  State 
of  New  York  for  example?  A.  That  is  an  economic  question 
I  have  not  refreshed  my  memory  on. 
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Q.  How  are  agents  compensated?    A.  Commissions  only. 

Q.  What  are  the  usual  commissions  paid?  A.  From  one 
per  cent,  on  the  face  value  of  the  policy  to  ij  per  cent,  for  the 
first  year's  commissions;  thereafter  2^  per  cent,  of  the  premi- 
ums they  collect.  Occasionally,  but  very  occasionally,  they 
get  five  per  cent,  on  the  premiums  they  collect. 

Q.  How  would  they  compare  with  the  first  year's  commis- 
sions in  this  country?  A.  Well,  that  is  from  ten  to  fifteen 
dollars  a  thousand,  which  would  be  about  from  50  to  60  per 
cent.  I  think  on  the  first  premiums  on  smaller  forms  of  policies. 
But  the  great  difference  is  when  they  write  endowment  policies 
which  carry  higher  premium  rates  they  get  the  same  fixed 
commission;  based  upon  the  sum  assured.  They  therefore 
don't  get  anything  like  60  per  cent,  on  premiums  on  the  policy 
forms  which  carry  large  rates. 

Q.  Is  it  a  fact  that  most  of  the  companies  pay  $10  a  thou- 
sand?   A.  Most  companies  do. 

Q.  And  that  would  be  about  50  to  35  per  cent,  of  the  first 
year's  premiums?  A.  That  would  be  about  50  per  cent,  of  the 
first  year's  premiums  on  life  policy  at  a  young  age  and  decreas- 
ing percentage  as  the  policyholder  gets  older. 

Q.  I  mean  on  the  average  premiums?  A.  On  the  average 
premiums  I  think  roughly  30  to  35  per  cent,  of  the  average 
premium  would  be  about  right  when  you  include  the  higher 
form  of  participating  policy. 

Q.  What  about  endowment.  I  did  not  understand  what  you 
said  about  endowment?  A.  If  an  endowment  requires  a  pre- 
mium of  $50  a  thousand,  $10  a  thousand  is  only  20  per  cent. 
And  here  the  custom  would  be  to  pay  about  50  or  60  per  cent, 
of  it. 

Q.  Is  that  same  plan  used  in  Australia?  A.  I  understand 
it  is. 
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WILLIAM  E.  STEVENS,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES : 

Q.  You  are  the  Secretary  of  the  Provident  Savings  Life  As- 
surance Society?    A.  Yes,  sir. 

Q.  How  long  have  you  been  secretary  of  the  company?  A. 
Twenty-eight  years. 

Q.  What  are  your  duties  as  secretary?  A.  Do  you  want 
me  to  detail  them  all? 

Q.  Briefly.  A.  I  have  so  many  matters  in  detail  I  have 
charge  of. 

Q.  Briefly.  A.  I  look  more  or  less  after  the  investments; 
I  pass  on  all  applications  for  insurance  after  being  approved 
by  the  medical  department.  I  sign  policies,  checks  and  vari- 
ous matters  of  that  kind ;  attend  all  meetings  of  the  committee 
and  directors. 

Q.  Have  you  been  for  some  years  concerned  with  the  prepar- 
ation of  the  annual  statements  of  your  company  to  the  Insur- 
ance Department?    A.  Not  of  late  years,  no,  sir. 

Q.  Well,  who  prepares  the  statements  now?  A.  They  are 
prepared  by  the  bookkeeper  with  the  help  of  the  comptroller 
and  I  believe  under  the  direction  and  general  oversight  of  the 
President. 

Q.  Don't  you  have  anything  to  do  with  it?  A.  Nothing  to  do 
except  to  sign  statements. 

Q.  You  sign  statements?    A.  Yes,  sir. 

Q.  Are  you  familiar  with  the  real  estate  portion  of  your 
company?    A.  Not  closely,  no,  sir. 

MR.  HUGHES:  Will  you  withdraw,  Mr.  Stevens,  please. 
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WILLIAM  N.  ELBERT,  resumed: 
BY  MR.  HUGHES: 

Q.  Mr.  Elbert,  it  appears  that  in  1897  your  company  was 
the  owner  of  the  following  properties:  Six  story  brick  and 
stone  building  80  by  150  feet  and  part  of  lots  i,  2  and  3  in 
block  No.  II  in  the  City  of  Waco;  Texas,  recorded  May  i8th, 
1889,  McLellan  County,  Book  65,  pages  618,  619  and  620. 
That  is  referring  to  the  record  of  the  deed.  When  did  your 
company  acquire  that  property?  A.  Which  property  is  that? 
What  year  did  you  say?  That  was  acquired  by  building  in 
1889. 

Q.  Have  you  a  statement  of  that  property  (witness  pro- 
duces paper).  That  building  was  an  office  building  which  you 
erected  in  1889?    A.  Yes,  sir. 

Q.  And  it  cost  your  company  $145,448.53?    A.  Yes,  sir. 

Q.  You  have  added  to  that  betterment  value  cut  stone  $50,- 
000.  When  did  you  make  that  addition?  A.  The  cut  stone 
was  given  at  the  time  the  building  was  erected  and  was  ap- 
praised and  valued  $50,000  and  therefore  it  was  added  to  the 
cost  of  the  property. 

Q.  That  is  what  you  referred  to  the  other  day?  A.  Mr. 
Scott. 

Q.  Is  that  entered  in  your  books  as  a  part  of  the  cost?  A. 
That  is  entered  in  the  books  as  a  betterment  of  the  property. 

Q.  Now  that  was  carried  in  your  report  of  1897  ^^  ^  ^0°^ 
value  of  $200,000.  It  appears  from  your  statement  of  that 
year  that  you  booked  in  income  and  profit  on  Waco,  Texas, 
real  estate  of  $56,527.97.     A.  Income? 

Q.  Under  the  head  of  income  profit  and  loss  you  say  Waco 
real  estate  $56,527.97.  What  is  that?  A.  That  is  a  better- 
ment of  the  property  in  accordance  with  the  terms  of  an  offi- 
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cial  appraisal — it  really  amounts  to  a  little  more  than  that. 
That  is  properties — I  was  not  employed  by  the  company  at 
that  time  and  am  not  particularly  familiar  with  the  transac- 
tion, but  as  I  have  it  that  was  added  and  warranted  by  the 
official  appraisal  which  was  made  at  that  time. 

Q.  In  other  words,  in  your  statement  for  that  year  you  en- 
hanced your  profits  for  that  year  by  adding  to  the  value  of  the 
Waco  real  estate  over  what  it  had  previously  been  carried  on 
your  books,  the  sum  of  $56,527.97?  A.  That  appears  to  be 
correct. 

Q.  Now  in  your  report  of  1898  you  added  another  $25,000 
to  your  income  of  that  year  by  reason  of  profits  on  Waco,  Tex- 
as, real  estate.  That  was  the  same  real  estate,  wasn't  it?  A. 
That  one  year  I  have  just  testified.  The  next  year  because  of 
the  $253,000 — if  you  will  notice  that  statement  that  covers  all 
years  prior  to  1900,  that  statement  which  I  showed  you. 

Q.  Pardon  me  a  minute;  let  us  get  this  definite.  In  1897 
you  marked  up  the  Waco  real  ^estate,  this  property  you  have 
mentioned  and  increased  your  profits  to  the  extent  of  $56,- 
527.97.  In  1898  in  your  statement  to  the  Department  you 
marked  up  the  same  real  estate  and  increased  your  profits  an 
additional  $25,000?    A.  I  am  not  sure  of  that. 

Q.  Look  at  the  report.  A.  I  cannot  say  from  these  reports. 
I  never  saw  them. 

Q.  You  see  them  now?  A.  Yes,  sir;  but  I  could  not  say 
what  that  is  for. 

MR.  GILBERT:  That  is  so,  Mr.  Hughes;  that  is  so. 

MR.  HUGHES:  Of  course  it  is,  why  doesn't  the  witness 
say  so,  it  is  before  him  in  black  and  white. 

THE  WITNESS :  Because  I  was  not  in  charge  of  the  prop- 
ertv  at  that  time. 
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Q.  I  ask  you  to  look  at  the  sworn  report  of  your  company 
and  tell  me  if  that  was  not  the  fact  according  to  that?  A.  I 
see,  sir. 

Q.  The  next  year  in  1899  the  income  or  profits  rather  of 
your  company  were  increased  by  the  further  marking  up  of 
this  same  property  in  Waco,  Texas,  $26,980.50?  A.  It  ap- 
pears to  be  the  same^  sir. 

Q.  Now  by  that  time  you  had  got  the  property  up  to  the  full 
appraised  value  of  $253,406?    A.  That  is  right. 

Q.  And  that  is  making  the  book  value  equal  $243,406?  A. 
That  is  right. 

Q.  The  amount  actually  spent  by  your  company  upon  the 
property  was  $145,448.53  and  the  residue  of  this  increase  was 
for  the  cut  stone  betterment  and  for  the  enhanced  value  re- 
flected by  your  appraisal?  A.  Of  course  the  value  of  the  cut 
stone  was  actually  $50,000 ;  if  we  bought  it  we  would  have  had 
to  pay  that  for  it.    Therefore  the  property  really  cost  $195,000. 

Q.  It  did  not  require  an  outlay  by  your  company  to  that 
extent?    A.  That  is  right. 

Q.  The  outlay  was  $145,000,  but  the  point  of  the  enhance- 
ment which  you  took  credit  for  I  have  stated  was  due  to  the 
cut  stone,  and  the  rest  was  due  to  the  bringing  of  the  property 
up  to  appraisal  that  you  had  obtained.  Is  that  right?  A. 
That  appears  to  be  so,  sir. 

Q.  Now,  that  was  carried  the  same  in  1900  as  in  1899.  Now 
in  your  report  for  1901  I  find  that  while  the  book  value  of  this 
property  remains  $253,957,  the  value  of  it  is  put  at  $225,000. 
Was  the  difference  taken  account  of  as  a  loss  in  your  statement? 
A.  It  must  have  been,  sir;  I  don't  know. 

Q.  Did  you  dispose  of  that  property  in  1902?    A.  Yes,  sir. 

Q.  How  did  you  dispose  of  it?  A.  In  exchange  for  property 
at  No.  532  and  534  Broadway,  and  for  80  and  82  Wooster  Street, 

of  this  city.  -.  -'.  ii::m] 
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Q.  Then  did  you  get  it  back  again,  I  mean  the  Waco  proper- 
ty?   A.  Yes,  sir. 

Q.  How  did  you  get  it  back?  A.  I  believe  it  came  back  by 
an  amicable  foreclosure ;  I  was  not  familiar  with  the  details  of  it. 

Q.  Let  us  get  at  the  details  of  it.  You  exchanged  the  Waco 
property  for  532  and  534  Broadway,  in  1902.  What  were  the 
terms  of  that  exchange?  A.  The  terms  of  that  exchange  were 
that  the  property  was  sold  at  a  valuation  of  $100,000,  so  far  as  I 
know. 

Q.  That  is,  the  Waco  property  was  treated  at  that  value  ?  A. 
Yes,  showing  a  profit  of  six  thousand  dollars. 

Q.  What  was  the  Broadway  property  taken  at?  A.  The 
Broadway  property  was  calculated  at  $215,000. 

Q.  How  was  the  difference  made  up  ?  A.  The  Wooster  Street 
property,  $45,000. 

Q.  Then  did  you  get  any  mortgage  in  the  transaction?  A.  I 
believe  there  was.  The  mortgages  are  not  under  my  charge  and 
I  cannot  testify. 

Q.  How  did  you  get  a  mortgage  in  that  transaction  ?  A.  The 
money  must  have  been  loaned  back. 

Q.  Loaned  to  whom?  A.  To  the  person  who  exchanged,  I 
presume. 

Q.  If  you  took  equal  value,  where  does  the  mortgage  come 
in ;  do  you  know  anything  about  it  ?    A.  No,  sir. 

MR.  GILBERT :  They  made  a  loan  on  the  property. 

MR.  HUGHES :  Made  a  loan  upon  the  Waco  property  ? 

MR.  GILBERT:  Yes. 

Q.  To  whom  was  the  loan  made  on  the  Waco  property  ? 
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MR.  GILBERT:  What  date? 

THE  WITNESS :  1902. 

MR.  HUGHES :  This  year,  when  it  was  sold  or  exchanged, 
X902. 

MR.  GILBERT:  I  think  it  was  to  a  man  by  the  name  of 
Henry  H.  Peters. 

Q.  Who  is  Henry  H.  Peters,  do  you  know  anything  about  him? 
A.  No. 

MR.  HUGHES :  Withdraw  for  a  moment ;  Mr.  Gilbert,  will 
you  take  the  stand  ? 

WILLIAM  T.  GILBERT,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  You  are  counsel  of  the  Provident  Savings  Life  Assurance 
Society?    A.  I  am. 

Q.  Have  been  so  for  ten  years  ?    A.  Nine  years. 

Q.  Are  you  familiar  with  the  transactions  relating  to  the  Waco 
property  referred  to  in  the  reports  of  1897  to  1900  inclusive,  as  a 
six-story,  brick,  stone  building,  in  the  City  of  Waco,  Texas?  A. 
I  am. 

Q.  What  was  the  loan  made  upon  that  property  in  1902?  A. 
I  think  it  was  $125,000,  but  I  can  verify  my  memory.  (Referring 
to  report.)     $125,000. 

Q.  When  was  the  loan  made?  A.  Made  at  the  time  of  the 
exchange  of  the  properties. 
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Q.  Was  the  person  who  borrowed  the  money  concerned  with 
the  exchange  ?  A.  He  was  the  owner  who  made  the  exchange. 
In  other  words,  he  was  a  dummy  that  represented  the  real 
owners,  as  I  understand.    I  do  not  know  Peters. 

Q.  There  was  an  encumbrance  on  the  Waco  property  at  the 
time  of  the  exchange  ?    A.  None  whatever. 

Q.  And  you  took  full  value  in  the  Broadway  property  for  the 
Waco  property,  and  then  made  a  loan  on  the  Waco  property 
to  the  one  from  whom  you  had  received  the  Broadway  property, 
or  someone  representing  him  ?    A.  That  is  a  fact. 

Q.  How  long  was  it  after  you  made  the  loan  when  you  fore- 
closed it  ?    A.  I  do  not  think  there  was  any  foreclosure  of  that. 

Q.  How, did  you  get  the  Waco  property  back?  A.  It  was  con- 
veyed back. 

Q.  By  whom?    A.  By  Peters. 

Q.  And  how  long  after  the  loan  was  made  by  the  company? 
A.  I  think  on  the  first  default  of  interest. 

Q.  Was  interest  in  default  on  the  first  instalment?  A.  On 
the  first  instalment,  to  my  recollection. 

Q.  Then  it  was  conveyed  back?  A.  I  want  to  ask  you  a  ques- 
tion, Mr.  Hughes — I  do  not  want  to  violate  my  duties 'as  a  law- 
yer— whether  it  is  right  for  me  to  testify  on  information  received 
from  my  client? 

Q.  Your  client  is  here  silent,  and  apparently  acquiescent.  A. 
I  am  perfectly  willing  to  give  all  the  information  I  have  if  they 
will  consent. 

MR.  HUGHES:  Is  there  any  objection? 

MR.  SCOTT:  We  will  explain  it  satisfactorily,  and  he  may 
give  the  benefit  of  his  knowledge. 
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Q.  Was  this  property  conveyed  to  the  company  in  payment  of 
the  loan  ?    A.  It  was. 

Q.  Was  that  within  two  weeks  or  three  months  of  the  time 
of  the  making  of  the  loan  ?   A.  It  was  six  months. 

Q.  It  was  within  the  same  year  ?  A.  It  was  within  the  same 
year,  yes. 

Q.  By  the  report  of  1902,  it  appears  now  the  same  property  is 
acquired  in  1902,  and  the  book  value  is  $204,697.20.  A.  Those 
are  the  figures. 

Q.  Look  at  them  and  see  if  they  are  correct.    A.  Yes,  sir. 

Q.  How  is  that  the  book  value;  is  that  the  cost?  A.  I  could 
not  tell  you  how  they  get  at  the  book  value. 

Q.  What  was  the  amount  of  the  mortgage?  A.  $125,000,  ac- 
cording to  my  recollection. 

Q.  If  it  was  deeded  to  the  company  in  payment  of  the  mort- 
gage, that  would  be  the  cost,  would  it  not  ?    A.  I  presume  so. 

Q.  Did  the  company  pay  any  additional  moneys?  A.  No, 
none  whatever. 

Q.  Did  it  get  the  property  for  $125,000?  A.  Plus  the  in- 
terest. 

Q.  Plus  the  interest  in  default  on  the  first  instalment?  A. 
Yes. 

Q.  How  is  this  book  value  of  $204,000  arrived  at ;  you  have 
no  idea  of  that?  A.  I  suppose  it  must  be  by  assimilating  the 
value  to  the  value  of  the  appraisals. 

MR.  HUGHES :  That  is  all,  Mr.  Gilbert. 

WILLIAM  N.  ELBERT,  resumed. 

BY  MR.  HUGHES : 

Q.  How  is  this  book  value,  $204,697,  arrived  at?  A.  I  do 
not  know,  sir. 
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Q.  You  were  comptroller  of  the  company  at  the  time  of  this 
report  in  1902?  A.  I  am  superintendent  of  real  estate,  but  not 
comptroller. 

Q.  I  beg  your  pardon.  Superintendent  of  real  estate.  How 
w^s  the  market  value  of  $205,000  arrived  at?  A.  I  should  say 
it  must  have  been  done  in  accordance  with  Mr.  Gilbert's  testi- 
mony.    Beyond  that  I  have  no  idea,  sir. 

Q.  How  was  it  that  this  same  property  was  valued  in  1900  in 
your  report  at  $253,957,  '^^  1901  ^t  $225,000,  and  in  1902  at  $205,- 
000?  A.  Well,  1902  it  was  naturally  explained  by  that  being 
the  cost  of  the  property,  and  returned  to  the  company. 

Q.  No,  this  is  a  matter  of  market  value  I  am  speaking  of, 
which,  as  your  reports  show,  is  quite  a  different  thing  froni 
cost,  because  it  took  a  couple  of  years  to  bring  up  the  book 
value  to  the  market  value  of  $253,000.  How  does  it  happen  that 
the  next  year  the  market  value  is  put  at  $205,000?  A.  I  imagine 
in  accordance  with  the  official  appraisals  received  by  the  com- 
pany. 

Q.  Do  you  know  that  you  had  an  official  appraisal?  A.  I 
think  there  was ;  yes,  sir.    I  am  sure  of  that.    I  have  not  it. 

Q.  Did  you,  as  superintendent,  have  to  do  with  this  real  es- 
tate? A.  Simply  in  connection  with  the  management  of  the 
property  and  the  collecting  of  rents,  and  so  on. 

Q.  In  connection  with  the  management  of  the  property  did 
you  after  1902  collect  the  rent  of  this  property?    A.  Yes,  sir. 

Q.  Have  you  a  statement  of  the  rents  collected?  A.  Not  in 
a  statement  form ;  no,  sir. 

Q.  Did  you  collect  the  rents  during  the  whole  year  of  1902? 
A.  Yes,  sir;  I  think  so. 

Q.  Without  a  break?  A.  That  is  from  the  time  it  was  ac- 
quired again  ? 

Q.  Let  me  see  what  statement  you  have  of  that  matter?  A. 
Of  which  ? 
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Q.  Of  the  rents.    A.  I  have  no  statement  of  those  rents,  sir. 
WILLIAM  T.  GILBERT  resumed. 

BY  MR.  HUGHES: 

Q.  What  is  the  explanation  of  this  difference  in  value  between 
$253,000  alleged  market  value  of  1900,  the  $225,000  of  1901  and 
the  $205,000  of  1902  on  the  same  property.  A.  In  1898  the 
property  was  appraised  at  the  request  of  our  Insurance  Depart- 
ment by  appraisers  appointed  by  Jefferson  Johnson,  Commis- 
sioner of  Insurance  of  Texas,  at  $253,000.  At  the  time  of  the 
examination  in  1901  by  the  joint  Texas  and  Tennessee  Depart- 
ments, Mr.  Jefferson  Johnson  had  the  property  again  appraised 
and  at  that  time  at  the  figure  stated  there. 

O.  At  $205,000?    A.  Yes. 

Q.  What  was  the  date  of  that  appraisal?    A.  In  August,  1901. 

Q.  1902  you  mean?    A.  1901. 

Q.  1901.  Appraised  at  $205,000?  A.  I  think  it  was  $205,000 
or  $225,000. 

Q.  Which  was  it?  A.  That  is  what  I  am  trying  to  find  my- 
self. I  did  not  suppose  you  would  ask  me  these  questions,  that 
is  why  I  did  not  prepare  myself. 

Q.  You  seem  to  be  the  best  informed,  so  I  have  to  ask  you. 
A.  I  will  give  you  all  the  information  I  can.  I  will  verify  that. 
(After  consultation  with  Mr.  Scott.)  My  recollection  now  is, 
Mr.  Hughes,  that  Mr.  Johnson  did  not  send  us  on  those  ap- 
praisals. We  just  took  the  results — found  out  what  they  were 
appraised  at  from  the  result  of  the  examination. 

Q.  When  did  you  find  it  out?    A.  In  1901. 

Q.  Why  did  you  not  put  it  in  your  report  for  1901?  A.  I 
cannot  answer  that  question. 
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Q.  You  have  market  value  at  the  end  of  1901  $221,000?  A. 
Yes. 

Q.  Although  you  had  an  appraisal  of  it  at  $205,000?  A.  No, 
$225,000. 

Q.  You  had  an  appraisal  of  $225,000?    A.  Yes. 

Q.  Why  did  not  you  put  it  at  $225,000  in  the  report  of  1902 
instead  of  $205,000?    A.  I  cannot  tell  the  reason  why. 

Q.  Don't  know  anything  about  that?    A.  No. 

Q.  Where  did  the  company  get  the  information  for  making 
up  the  report  of  1902?  A.  My  information, is  that  their  repre- 
sentative was  here  conducting  the  examination  and  gave  us  the 
information. 

Q.  Did  the  property  actually  fluctuate  in  value  $20,000  that 
year  ?    A.  I  do  not  think  so. 

Q.  Now,  in  1903  the  value  is  put  at  $220,000.  It  goes  up 
from  the  $205,000  to  $220,000.  What  is  the  explanation  of  that  ? 
A.  The  value  of  the  cost,  of  the  market 

Q.  The  market  value?  A.  The  appraisal  was  $225,000  and  I 
suppose  they  could  carry  it  at  anything  below  the  appraisal  they 
thought  proper. 

Q.  When  they  are  swearing  to  the  market  value  ?  A.  I  can- 
not answer  that  question.    I  do  not  know. 

Q.  As  a  matter  of  fact  they  took  credit A.  That  is  1903. 

O.  Yes,  took  credit  for  the  $15,000  increase  in  market  value  in 
the  report  of  1903.    A.  Yes. 

Q.  Now,  in  1904  the  property  is  put  up  another  five  thousand 
dollars,  and  is  valued  at  $225,000.    A.  1904? 

Q.  Yes.    A.  I  do  not  find  it  in  1904. 

Q.  There  (indicating).    A.  Yes. 

Q.  And  the  company  took  credit  for  that  five  thousand  dol- 
lars?   A.  Yes. 

Q.  As  a  profit  made A.  No,  beg  your  pardon. 

Q.  Well,  I  mean  as  an  excess?    A.  No,  beg  your  pardon. 
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They  carried  the  properties  in  the  report  at  the  book  value,  not 
at  the  market  value. 

Q.  But  in  your  statement  you  took  as  a  part  of  your  assets 
the  excess?    A.  Not  in  this  statement. 

Q.  Pardon  me,  excess  of  market  value  over  book  values,  do 
you  not  ?    A.  Only  where  we  have  taken  advantage  of  them. 

Q.  What?    A.  Let  me  verify  it  again. 

Q.  Market  value  over  book  value,  $18,000?  A.  Yes,  I  guess 
that  is  a  fact. 

Q.  Yes,  you  do  that  right  along?    A.  Yes. 

Q.  Now,  have  you  any  explanation  other  than  you  have  stated 
for  the  fluctuation  in  the  values  of  this  Waco  property  as  stated 
in  your  report  ?    A.  I  have  not. 

Q.  I  should  like  to  have  the  appraisal  that  you  refer  to  as 
having  been  made  in  1901.  Have  you  had  any  more  recent  ap- 
praisal?   A.  No,  sir,  not  that  I  know  of. 

Q.  Now  I  find  here  in  the  report  of  1897  the  following  prop- 
erty: Four-story  brick  and  stone  building,  90  by  60  feet,  lot 
10,  First  Tything,  Reynolds  Ward,  City  of  Savannah,  Georgia, 
recorded  in  Register's  office  of  Chatham  County,  Book  6  Y.  S. 
Pages  398-391  ?^A.  Yes. 

Q.  In  your  statement  of  1897  you  took  credit  as  a  profit  dur- 
ing the  year  on  account  of  the  Savannah,  Georgia,  real  estate 
of  $18,436.24.  That  refers  to  the  real  estate  I  have  mentioned? 
A.  Yes. 

Q.  That  credit  was  by  marking  up  the  book  value  of  the 
property  the  amount  I  have  stated?    A.  $16,000 

Q.  $18,000.    A.  Yes,  that  is  right. 

Q.  Did  you  have  an  appraisal  of  that  property?    A.  We  did. 

Q.  Have  you  got  it  here  ?    A.  Yes,  sir  (producing  paper). 

Q.  The  appraisal  you  speak  of  is  as  follows 

MR.  HUGHES:  I  will  offer  it  in  evidence. 
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(Paper  marked  Exhibit  727.) 

jM.  Hughes  read  Exhibit  No.  727. 

Q.  Have  you  the  amount  that  property  had  cost  your  com- 
pany?   A.  $83,107.26. 

Q.  What  was  the  date?  A.  Of  course  where  I  make  these 
answers  it  is  not  from  personal  knowledge,  but  from  records 
furnished  me. 

Q.  What  was  the  date  of  the  acquisition?  A.  I  could  not  say. 
It  was  prior  to  1897. 

Q.  So  having  property  which  cost  $83,107.26  in  1897,  the  prop- 
eerty  was  marked  up  $18,436.24?    A.  Right. 

Q.  You  did  not  have  this  appraisal  at  that  time  in  1897?  A. 
Not  from  the  date  of  it  apparently. 

Q.  No,  you  did  not  have  any,  did  you?  A.  Yes,  there  must 
have  been  appraisals,  but  that  is  the  only  one  I  have  seen. 

Q.  In  1898  the  property  was  left  at  the  same  amount  and  in 
1899  that  property  was  marked  up  again  and  profit  taken  in  the 
transactionsof  the  year  at  $19,464.37?    A.  Right. 

Q.  When  did  you  dispose  of  that  property?  A.  In  October, 
1901. 

Q.  Before  it  went  up  in  1901  it  was  marked  up  once  more  $8,- 
722.39,  was  it  not  ?  A.  I  fancy  that  must  have  been  some  altera- 
tions in  the  building. 

Q.  Do  you  think  so?    A.  Yes. 

Q.  You  think  that  is  the  fact?     A.  Yes.     It  is  not  on  this  list. 

Q.  Yes,  but  it  happens  to  bring  it  up  to  the  appraisal  you  gof 
shortly  after  ?    A.  I  cannot  swear  to  it.     I  did  not  remember  that. 

Q'.  I  call  your  attention  to  the  fact  that  at  the  statement  of 
December  31st,  1901,  puts  the  market  value  at  $129,301  ?     A.  Yes. 

Q.  And  that  is  the  amount  shown  by  the  appraisal  you  have  fur- 
nished me  of  November  14th,  1900?    A.  Yes. 
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Q.  Thereupon  you  at  once  took  credit  in  your  report  for  the 
difference  between  the  book  vahie  as  previously  enhanced  and  the 
said  appraised  value  by  an  addition  of  $8,722.39?  A.  That  ap- 
pears to  be  the  case. 

Q.  Now  in  1901  the  property  was  disposed  of?    A.  Yes. 

Q.  In  what  manner?    A.  In  part  exchange  for  the  Earlington. 

Q.  What  is  the  Earlington?  A.  The  property  on  West  Twen- 
ty-seventh Street. 

Q.  Who  was  the  other  party  to  the  exchange?  A.  Mrs.  Alice 
Gill. 

O.  Who  represented  her?    A.  Her  counsel. 

Q.  Now  did  she  appear  in  her  own  name  in  the  transaction? 
A.  Yes. 

Q.  What  were  the  terms  of  the  exchange?  A.  The  exchange 
of  a  piece  of  property  at  Englewood,  a  piece  of  property  at 
Mamaroneck  and  the  Savannah  property,  and  cash. 

Q.  What  were  those  properties  put  in  at,  and  what  was  the 
amount  of  the  cash?  A.  Englewood  was  put  in  at  $10,000, 
Mamaroneck  at  $50,000  and  Savannah  at  $150,000  and  $43,063.52 
in  cash. 

Q.  What  property  did  you  get?  A.  We  got  the  property  on 
West  Twenty-seventh  Street  known  as  the  Hotel  Earlington. 

Q.  What  was  the  total  amount  of  the  consideration  you  paid  in 
the  properties  so  sold  and  exchanged?    A.  $253,063.52. 

Q.  Was  50  West  Twenty-eighth  Street  acquired  at  the  same 
time?    A.  No,  that  was  acquired  later. 

Q.  In  the  same  year?    A.  In  the  year,  yes. 

Q.  What  did  you  say  was  the  total  amount  you  paid?  A. 
$253,063.52. 

Q.  How  was  it  you  entered  the  Twenty-seventh  Street  property 
in  your  report  at  book  value  $327,063.52  ?  I  refer  to  the  report  of 
1901  ?    A.  Apparently  there  was  an  enhancement  of  $70,000. 
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Q.  How  an  enhancement  ?  A.  As  the  difference  between  $253,- 
000  and  $323,000  is  $70,000. 

Q.  You  mean  as  soon  as  you  bought  it  you  put  a  profit  on  your 
books  of  $70,000?  A.  That  appears  to  be  the  case,  that  is,  it  was 
in  the  following  December. 

Q.  When  was  the  date  you  acquired  it?  A.  I  cannot  give  you 
the  exact  date — it  was  the  i6th  of  September — I  think  the  title  was 
closed  on  the  9th  of  September. 

Q.  In  1901  ?    A.  Yes. 

Q.  Your  report  was  December  31st,  1901  ?    A.  Yes,  sir. 

Q.  Savannah  went  out  in  September,  1901.  When  did  it  come 
back  ?  I  am  referring  to  the  same  piece  of  property  in  Savannah  ? 
A.  About  a  year  afterwards,  I  think. 

Q.  From  whom  did  you  get  it?     A.  Mrs.  Alice  Gill. 

Q.  What  did  you  pay  for  it?  A.  We  cancelled  the  mortgage, 
I  think  that  was  all. 

Q.  What  mortgage?     A.  The  mortgage  on  the  property. 

Q.  To  whom  did  you  make  the  mortgage?    A.  Mrs.  Alice  Gill. 

Q.  For  what  amount?     A.  $70,000. 

Q.  At  the  time A.  Let  me  have  the  report.  The  mort- 
gage is  reported  there  on  the  last  page  of  the  1901  report. 

Q.  You  mean  a  mortgage  from  Mrs.  Gill  to  the  company  on  a 
loan  by  the  company  to  Mrs.  Gill  ?    A.  Yes,  sir.     $85,000. 

Q.  How  long  after  that  mortgage  was  made  did  you  get  the 
title  back?  A.  About  a  year,  I  should  say.  I  cannot  give  you 
the  exact  date. 

Q.  How  long  was  the  interest  paid?  A.  I  think  one  payment 
of  interest. 

Q.  And  then  Mrs.  Gill  defaulted?  A.  Offered  to  give  us  back 
the  property. 

Q.  Offered  to  deed  you  the  equity  in  consideration  of  the  can- 
cellation of  the  mortgage?     A.  Yes. 
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Q.  And  that  showed  the  property  at  a  cost  to  you  of  $85,000? 
A.  Yes. 

Q.  And  you  entered  it  upon  your  books  at  what  book  value? 
A.  I  could  not  tell  you. 

Q.  What  was  the  year  in  which  you  got  it  back?  A.  1902,  I 
should  think. 

Q.  It  does  not  appear  in  1902  ?  A.  I  do  not  think  it  appears  in 
any  of  the  reports  anywhere. 

Q.  It  should,  if  you  acquired  it?  A.  I  think  not.  We  could 
sell  it  again. 

Q.  It  appears  in  1903,  the  same  property  in  Savannah?  A. 
Then  I  am  apparently  wrong  as  to  my  statement.  Mr.  Gill  did 
not  give  it  back  as  soon  as  I  supposed. 

Q.  Yes.  In  1903  the  property  in  Savannah,  and  the  same  prop- 
erty to  which  I  have  already  referred,  appears  to  be  owned  by 
your  company,  and  the  book  value  is  put  at  $202,431.94?    A.  Yes. 

Q.  How  was  that  figure  arrived  at?  A.  I  cannot  tell  you. 
Probably  in  the  same  way. 

Q.  By  an  enhancement  ?    A.  Probably. 

Q.  Marked  up  on  acquisition  over  and  above  the  amount  of  the 
mortgage  for  which  you  took  it  ?    A.  It  appears  to  be  so. 

Q.  Then  there  is  a  market  value  stated  there  of  $110,000. 
Where  did  you  get  your  market  value?    A.  From  appraisals. 

Q.  Was  it  not  agreed  to  make  the  property  worth  $110,000  at 
that  time  when  it  appeared  from  the  other  appraisals  to  be  worth 
$109,000?    A.  I  suppose  the  diflference  of  the  appraisers. 

Q.  Personal  equation?    A.  Yes. 

Q.  What  became  of  that  property  after  that  time?  A.  I  think 
it  is  held  on  mortgage  still. 

Q.  You  must  have  deeded  it  to  somebody.  You  got  the  title 
in  1903.  To  whom  did  you  transfer  it?  A.  That  is  what  I  arn 
looking  for. 

Q.  Well,  in  May,  1904,  was  it?    A.  Yes,  that  is  right. 
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Q.  To  whom?  A.  It  was  exchanged  for  534  and  536  Broad- 
way. 

Q.  536  and  538  Broadway?    A.  Yes,  sir. 
Q.  With  whom  did  you  deal  in  that  transaction?     A.  What  was 
the  name  of  the  party?    Walter  S.  Jones. 

Q.  The  same  parties  with  whom  you  had  dealt — the  same  party 
you  had  dealt  with  in  connection  with  530  and  532?  A.  No,  it 
came  from  three  different  sources. 

Q.  You  treated  that  on  what  terms  ?  You  put  in  the  Savannah 
property  for  how  much?     A.  $175,000. 

Q.  What  did  you  get  the  Broadway  property  for  or  at  what 
amount?    A.  $272,200. 

Q.  How  was  the  difference  made  up?  A.  The  Englewood 
property  was  put  in  at  $12,000,  the  Auditorium  Waco  at  $75,000. 

Q.  Is  this  the  same  Englewood  property  or  different?  A.  No, 
the  same  one. 

Q.  It  came  back?  A.  Yes,  when  Mrs.  Gill  cancelled  one,  she 
cancelled  all  three.     Savannah  $175,000  and  $10,200  cash. 

Q.  Was  there  a  mortgage  in  connection  with  that  transaction? 
A.  There  was. 

Q.  For  what  amount?    A.  $70,000  on  the  Savannah  property. 

Q.  What  was  the  date  of  that  mortgage  ?    A  May,  1904. 

Q.  Has  it  been  foreclosed?    A.  It  is  under  foreclosure  now. 

Q.  The  property  has  not  been  deeded  back  to  the  company. 
A.  No. 

Q.  When  was  there  a  default  in  interest?  A.  I  started  the 
foreclosure  last  May,  I  think  it  was,  some  time. 

Q.  Then  properties  534  and  536  Broadway — was  that  it?  A. 
536  and  538. 

Q.  Came  in  in  1904.    A.  Yes. 

Q.  At  what  value?    A.  It  came  back  at  what  value? 

Q.  Yes,  those  properties  came  in  and  you  took  them  at  what 
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value;  that  is,  what  was  the  value  according  to  the  properties 
you  gave  in  exchange  ?    A.  $272,200. 

Q.  And  what  was  the  value  of  530  and  532  Broadway  when 
you  acquired  them  ?  That  is,  the  cost  to  you,  taking  into  consid- 
eration the  value  of  the  properties  given  in  exchange?  A.  530 
was  $144,911.79. 

Q.  And  532?    A.  $275,000. 

y.  And  the  other  three?    A.  No 

Q-  534.  536,  538?  A.  $275,000  is  the  first  three  I  gave  you. 
530,  532  and  534.    And  then  536  and  8 

Q.  What  are  536  and  538,  those  last  acquired?  A.  Those  are 
the  first  ones.    I  gave  you  $272,200. 

Q.  Making  a  total  of  $690,111,  is  that  right?  A.  It  seems  to 
be. 

Q.  And  in  your  report  for  1904  you  put  those  in  at  a  book 
value  of  $954,145.51?    A.  Apparently  so,  yes. 

Q.  What  is  the  explanation  of  the  difference?  A.  I  can  give 
no  explanation  of  it.  I  do  not  know,  sir.  It  would  appear  to  be 
a  case  of  marking  up. 

Q.  Marking  up  the  values  so  that  you  took  a  large  profit  on 
those  Broadway  properties A.  Well,  there  is  one  explana- 
tion you  can  make 

Q.  As  soon  as  you  obtained  them?  A.  Of  course,  when  you 
— there  is  a  certain  value  added  to  the  property  by  having  the 
three  pieces  in  one  ownership,  what  real  estate  men  call  plottage, 
and  that  went  in. 

Q.  You  took  plottage  on  that?    A.  Yes. 

Q.  And  enhanced  it  in  value?  A.  The  plottage  was  appraised 
at  sixty  thousand  dollars. 

Q.  Sixty  thousand  dollars?  A.  I  will  just  say  one  word  in 
explanation  about  that  last  piece  of  property.  But  before  the 
society  owned  the  two  on  the  corner  of  Spring  street  and  Broad- 
way— and  534  and  536  runs  around  into  Spring  street,  so  it  com- 
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pletely  surrounded  the  old  property — and  by  the  acquisition  of 
that  it  gave  the  company  the  title  to  a  big  tract  of  land,  about 
125  feet  square. 

Q.  And  you  thought  the  value  of  the  plottage,  or  having  all 
in  one  ownership  was  about  sixty  thousand  dollars  ?  A.  That  is 
what  the  real  estate  men  thought. 

Q.  That  makes  a  total  of  $752,000,  but  still  it  is  two  hundred 
thousand  dollars  short  of  the  book  value  of  December  31st, 
1904,  as  contained  in  your  statement.  A.  That  appears  to  be  a 
case  of  marking  up,  as  I  said,  Mr.  Hughes.  I  do  not  prepare 
the  reports;  I  am  only  giving  you  my  best  information. 

Q.  And  the  amount  of  that  enhanced  value  went  into A. 

Profit  and  loss  account. 

Q.  Went  into  your  statement  for  the  year  and  to  that  extent 
enhanced  your  profits?  A.  Yes.  It  did  not  bring  it  up  to  the 
appraised  value  of  the  property. 

Q.  I  see  that  it  did  not,  but  you  have  here  a  valuation  of 
$995,000.    A.  Whatever  it  is  there. 

Q.  On  December  31st,  1904?  A.  Of  course,  I  take  your  word 
for  it. 

Q.  And  you  took  credit  for  the  market  value  over  book  value 
in  your  report?    A.  We  undoubtedly  must  have. 

Q.  First  in  your  report  you  put  in  the  book  value?    A.  Yes. 

Q.  Then  you  put  in  a  separate  item  of  excess  of  market  value 
over  book  value?    A.  Yes. 

Q.  So  that  when  you  enhance  the  book  value  you  get  an  in- 
crease in  the  total  of  your  assets  accordingly  ?    A.  Certainly. 

Q.  Then  when  you  take  the  market  value  in  its  excess  over 
book  value  you  get  an  increase  in  your  assets  or  profit  for  the 
year  accordingly?  A.  Certainly,  that  is  wjiat  it  is  done  for,  I 
suppose. 

Q.  Now,  a  little  back  we  found  a  reference  to  a  Mamaroneck 
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property.    How  did  you  acquire  that  property  ?    A.  Under  fore- 
closure, I  believe. 

Q.  What  was  the  amount  of  the  debt  for  which  you  took  it? 
A.  I  could  not  give  you  the  exact  amount.  It  was  made  to  se- 
cure an  agents'  indebtedness,  and  I  could  not  give  you  the  exact 
amount.  What  was  the  amount  of  this,  Hubbard?  I  think  it 
was  just  under,  or  just  about  twenty  thousand  dollars;  that  is 
my  best  recollection. 

Q.  It  appears  that  you  acquired  that  property  in  1900.  Does 
that  accord  with  your  memorandum  ?  A.  That  is  about  my  rec- 
ollection, yes.    I  have  no  memorandum  about  it. 

Q.  Nine  hundred  and  sixty-four  thousandths  acres  of  ground, 
with  two  and  one-half  story  frame  house,  stable,  Mamaroneck, 
Westchester  County,  New  York?    A.  Yes. 

Q.  Having  acquired  that  on  foreclosure  for  a  debt  of  twenty 
thousand  dollars,  approximately,  as  soon  as  it  was  acquired  was 
put  in  at  a  book  value  of  forty  thousand  dollars  ?  A.  That  ap- 
pears to  be  the  case. 

Q.  It  was  marked  up  immediately  on  its  acquisition  ?  A.  Ap- 
parently so.  Of  course,  they  had  appraisals  for  that.  I  have 
seen  the  appraisals  at  that  value,  and  I  suppose  everybody 
knows  that  a  sale  under  foreclosure  does  not  produce  the  best 
estimate  for  the  value  of  a  piece  of  property. 

Q.  If  you  carried  your  real  estate  on  your  books  at  cost,  and 
then  in  your  reports  took  credit  for  the  excess  of  the  claimed 
market  value  over  cost,  that  would  be  one  thing.    A.  Yes. 

Q.  As  a  matter  of  fact,  you  start  in  the  first  instance  by  in- 
creasing your  book  value  and  then  take  also  the  excess  of  ap- 
praised value  over  book  value?  A.  As  I  said  to  you  the  other 
day,  the  commissioners  themselves  make  the  distinction  between 
book  and  cost  value.  , 

Q.  Well,  book  value  is  whatever  you  carry  it  on  your  books? 
A.  Yes. 
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Q.  And  usually  it  means  cost,  does  it  not?  A.  Usually  it 
seems  to  be  the  same,  but  as  the  commissioners  make  a  differ- 
ence, I  suppose  the  company  has  to  be  governed  by  their  rules. 

Q.  To  whom  do  you  refer  by  the  commissioners?  A.  The 
commissioners  of  the  different  States. 

Q.  No  commissioner  has  made  a  ruling  that  there  should  be 
included  in  the  book  value  an  amount  in  excess  of  the  cost  of  the 
property?  A.  No,  but  a  commissioner  has  made  a  distinction 
between  the  cost  and  book  values,  and  in  the  blanks  he  sends  out 
he  strikes  out  the  words  book  value  and  puts  in  the  words  cost 
value. 

Q.  He  may  have  in  mind  the  importance  of  having  a  definition 
of  the  amount  paid.  A.  And,  of  course,  if  he  had  called  for  the 
cost  value  the  company  would  have  reported  it.  It  all  comes 
down  to  the  question  of  the  value  of  the  property  in  the  final 
end,  and  the  other  appears  to  me  to  be  a  matter  of  bookkeeping. 

Q.  Of  course,  an  excess  of  market  value  over  what  appears  to 
be  cost  is  not  as  striking  if  the  book  value  itself  has  been  pre- 
viously enhanced?  A.  That  is  true;  it  enables  it  to  be  hidden  a 
little  bit. 

Q.  The  Mamaroneck  goes  out  in  1901.  That  is  when  you  dis- 
posed of  it?  A.  Yes.  Wait,  and  I  will  give  you  the  date.  I  was 
trying  to  find  where  it  went  to. 

Q.  I  think  you  mentioned  it  in  one  of  the  trades  to  which  you 
referred  in  connection  with  either  the  Waco  or  Savannah  prop- 
erty?   A.  Yes,  it  went  into  the  Earlington. 

Q.  At  what  value,  $50,000,  was  it  not?  A.  My  recollection  is 
it  was  $40,000. 

Q.  I  think  you  read  $50,000  a  minute  ago.  A.  I  think  it  was 
forty  thousand.  The  best  answer  I  can  give,  Mr.  Hughes,  is 
that  I  think  it  went  into  the  $40,442.17. 

Q.  When  did  you  get  it  back?  A.  At  the  same  time  with  the 
rest  of  the  property. 
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Q.  That  is  from  Mrs.  Gill?    A.  Yes. 

Q.  When  you  got  back  the  Savannah  property.    A.  Yes,  sir. 

Q.  Did  she  give  you  a  separate  mortgage  on  the  Mamaroneck 
property  ?    A.  Yes,  three  separate  mortgages. 

Q.  What  was  the  third  piece  of  property?  A.  The  Englewood. 

Q.  What  was  the  amount  of  the  mortgage  that  she  gave  you 
"on  the  Mamaroneck  property?  A.  Mamaroneck,  I  think  it  was 
$20,000  or  $25,000. 

Q.  And  on  the  Englewood?    A.  I  think  it  was  five  thousand. 

'Q.  How  long  was  it  before  you  took  the  Mamaroneck  prop- 
<erty?    A.  All  three  came  back  at  the  same  time. 

Q.  What  is  the  explanation  of  that  transaction?  A.  Well,  the 
^explanation,  what  I  had  in  my  mind  in  the  matter  was,  that  we 
'Owned  these  three  pieces  of  property,  one  a  small  house  in  En- 
:glewood,  which  was  acquired  from  an  old  mortgage  held  for  a 
'long  time;  we  held  this  farm,  practically  a  farm,  in  Mamaroneck, 
:and  the  building  in  Savannah,  and  it  was  felt  by  the  officers  of 
the  company  that  if  there  was  any  possible  way  by  which  those 
properties  could  be  consolidated  into  a  piece  of  property  in  New 
York,  where  it  would  be  under  the  supervision  of  the  officers 
•and  where  they  could  run  it  themselves  and  have  their  own  of- 
ficers in  charge  of  it,  it  would  be  that  much  better  for  the  so- 
ciety. 

Q.  And  that  was  the  reason  for  disposing  of  it?  A.  That  was 
the  reason  for  disposing  of  it. 

Q.  When  you  disposed  of  them,  what  was  the  reason  for  loan- 
ing on  them?  A.  It  was  one  of  the  requirements  of  the  sale. 
You  cannot  find  every  day  a  person  who  will  buy  a  piece  of 
property  down  in  Savannah,  Georgia,  here  in  New  York,  you 
•cannot. 

Q.  So  the  whole  thing  was  arranged  at  the  time  of  the  sale? 
A.  The  conditions  of  the  sale,  yes. 

Q.  So  it  was  arranged  that  you  should  make  the  trade  anct 
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that  you  should  loan  certain  amounts  of  money  on  each  parcel? 
A.  Yes. 

Q.  And  then  that  you  should  take  the  equities  in  the  proper- 
ties in  cancellation  of  the  mortgages.  A.  Yes.  That  was  not  a 
part  of  the  terms  of  the  trade.  Each  time,  or  both  times,  we 
hoped  we  had  gotten  rid  of  the  property. 

Q.  When  you  made  the  mortgage A.  We  took — I  took 

back  the  property  to  save  myself  the  trouble,  and  the  company 
the  expense  of  making  a  foreclosure. 

Q.  The  net  result  was  you  paid  out  how  much  money  on  these 
parcels?  A.  We  paid  out  the  amount  of  the  mortgages  and  the 
cash  on  the  transactions. 

Q.  And  the  total  of  the  three  mortgages  was  how  much?  A. 
On  this  one  transaction? 

Q.  Yes.     A.  $110,000. 

Q.  And  by  the  payment  of  $110,000  you  acquired  the  prop- 
erties again?  A.  We  acquired  the  properties  on  Broadway — 
that  was  the  Earlington — we  acquired  the  Earlington  on  Twen- 
ty-seventh Street. 

Q.  In  discharge  of  the  mortgages  for  the  $110,000  you  got 
the  properties  back?     A.  Yes. 

Q.  So  the  net  result  was  you  paid  $110,000,  and  how  much 
extra  cash  did  you  pay  for  the  Earlington  ?  A.  I  do  not  think 
there  was  any  extra  cash  for  the  Earlington.  There  was  not 
any  extra  cash  for  the  Earlington. 

Q.  There  was  not?    A.  No. 

Q.  All  then  that  you  paid  was  in  these  mortgages?    A.  Yes. 

O.  It  would  be  just  the  same  if  you  had  kept  the  Savannah, 
Englewood  and  Mamaroneck  property,  and  given  $110,000  for 
the  Earlington?  A.  The  result  would  have  been  the  same, 
but  with  this  distinction.  The  purpose  was  to  get  rid  of  those 
undesirable  out  of  town  properties. 

Q.  But  you  at  once  made  mortgages  upon  them?    A.  Yes, 
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we  had  to.  We  hoped  they  would  not  come  back  and  had  no 
idea  they  would  come  back  when  we  took  the  Earlington. 

Q.  And  for  which  you  had  to  take  them  back?    A.  Yes,  sir. 

Q.  You  did  not  anticipate  that  at  all?     A.  No. 

Q.  Are  you  right  in  saying  that  you  did  not  pay  anything  in 
cash  for  the  Earlington?  A.  $43,063.52  apparently.  My  at- 
tention has  been  called  to  it.  As  I  said,  Mr.  Hughes,  I  am  only 
giving  the  best  explanation  I  can  from  these  certificates,  sup- 
ported by  my  own  recollection. 

Q.  We  merely  want  the  facts  and  will  assume  what  you 
state  is  correct  until  the  contrary  appears.  What  is  the  date 
of  that  again?    A.  That  was  September,  1901. 

Q.  So  that  by  putting  up  the  money  on  the  mortgages  upon 
the  three  parcels  conveyed  and  the  $43,000  paid  in  cash,  you 
in  effect  paid  $153,000  for  the  Earlington  property?     A.  Right. 

Q.  And  that  was  the  property  consisting  of  four  lots?  A. 
On  Twenty-seventh  Street. 

Q.  On  Twenty-seventh  Street?    A.  Yes. 

Q.  And  in  December,  1901,  you  put  that  in  at  a  book  value 
of  $323,000?    A.  Yes. 

Q.  The  market  value  that  appears  in  these  statements  is 
the  market  value  of  the  interest  that  the  company  has  in  the 
property?    A.  Yes. 

Q.  How  could  it  be  possible  that  you  could  acquire  in  Sep- 
tember, 1901,  a  property  on  a  cash  payment  in  effect,  of  $153,- 
000,  which  had  a  market  value  of  $375,000,  as  stated  in  that 
report?  A.  They  put  in  the  properties  too;  we  put  in  the 
Savannah  property — we  deeded  the  Savannah  property.  You 
are  taking  the  hindsight 

Q.  I  am  taking  the  results.  A.  You  are  taking  the  hind- 
sight, and  we  acted  only  with  foresight. 

Q.  I  am  looking  at  the  fact  that  within  a  few  months  you 
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had  the  Savannah,  Englewood  and   Mamaroneck  properties 
back,  and  were  out  the  $110,000.     A.  Yes,  that  is  right. 
Q.  Together  with  the  $43,000?    A.  Yes,  that  is  right. 
Q.  And  it  was  a  part  of  the  arrangement  that  Mrs.  Gill 
should  get  the  $110,000?    A.  Yes. 

Q.  Looking  at  it  from  her  standpoint  as  the  owner  of  the 
property,  she  was  content  to  let  it  go?  A.  She  was  very  much 
disappointe'd. 

Q.  In  getting  $153,000  in  cash?  A.  She  thought  she  should 
do  better  with  the  property. 

Q.  The  whole  matter  comes  to  the  point  that  through  this 
you  are  enabled  to  make  a  more  satisfactory  showing  in  your 
report.  A.  That  is  the  net  result,  but  that  is  not  the  purpose 
of  the  transaction.  It  came  before  the  Finance  Committee, 
and  it  was  to  get  rid  of  these  undesirable  properties  scattered 
through  the  country. 

Q.  We  find  a  large  number  of  properties  acquired  in  1901, 
according  to  the  1901  report.  A.  Those  are  the  Robinson  and 
TuUy  properties,  according  to  my  recollection. 

Q.  I  wish  you  would  go  through  those  properties  and  tell 
me  how  the  book  value  in  the  report  of  December  31st,  1901, 
compares  with  the  actual  amount  of  the  cost  of  those  proper- 
ties. A.  50  West  Twenty-eighth  Street.  The  book  value  of 
the  Twenty-eighth  Street  property,  apparently  is  $10,687.40, 
above  the  cost  value.  I  cannot  answer  your  question,  Mr. 
Hughes,  about  the  next  piece  of  property.  The  Robinson 
property,  the  next  piece,  on  Eighteenth  Street,  was  acquired  at  a 
cost  of  $52,746.74. 

Q.  And  it  is  put  in  at  a  book  value  of  what  amount?  A. 
Thp  same  amount. 

Q.  No  increase  there?  A.  No,  no  increase 'there,  and  it  was 
sold — do  you  want  to  know  that? 

Q.  No,  not  at  present.     Just  get  the  increases.     A.  Those 
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are  taken  for  annuities  and  my  recollection  is  they  were  bought 
—That  item  there  appears  to  be— there  are  two  items  there- 
appears  to  be — the  next  to  enhancement  advance  of  $22,500, 
those  two  items  (indicating). 

Q.  $22,500.  So  on  the  premises  which  you  acquired  in  that 
year,  1901,  your  book  in  your  annual  statement  and  in  your 
books  a  profit  in  the  same  year  of  how  much  in  all?  A.  In  the 
neighborhood  of  $100,000  according  to  the  report.  ' 

Q.  That  I  understand  was  actually  entered  in  your  books? 
A.  I  suppose  so. 

Q.  In  other  words  book  value  means  you  have  taken  that 
profit  on  your  books  as  though  it  were  realized?  A.  I  sup- 
pose so,  undoubtedly. 

Q.  Now,  in  1902 — we  have  already  referred  to  the  proper- 
ties on  Broadway  which  you  acquired?     A.  Yes. 

Q.  You  also  acquired  in  that  year  Wooster  Street  property, 
did  you  not?  A.  That  came  with  the  Broadway  property  as 
part  of  that — I  think  that  was  in  1902. 

Q.  In  1903  you  acquired  certain  properties  on  One  Hundred 
and  Thirteenth  and  One  Hundred  and  Twelfth  Street?  A. 
Those  are  annuities. 

Q.  And  also  One  hundred  and  Sixth  Street?     A.  Yes. 

Q.  Was  there  any  enhancement  there  the  same  year  it  was 
taken?  A.  I  should  say  not  in  those  figures.  Those  are  the 
aimuitv  propositions. 

MR.  HUGHES:  Now  I  will  read  upon  the  record  certain 
extracts  from  the  reports  of  the  Provident  Life  Assurance  So- 
ciety showing  profit  and  loss  items. 

1897  under  thS  head  of  income  during  the  year  1897. 

Profit  and  loss  agencies $101.34 
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Waco,  Texas,  Natatorium  Company  shop 2,000.00 

Waco,  Texas,  real  estate 56,527.17 

Savannah,  Georgia,  real  estate 18,436.24 

Total  $77>o65-S5 

From  the  report  of  December  31,  1898,  under  the 

head  of  income  profit  and  loss. 
Waco,  Texas,  real  estate $25,000.00 

From  the  report  of  December  31,  1899,  and  under 
the  head  of  income  for  the  year  1899,  profit  and 
loss,  Waco,  Texas,  property 26,985.50 

Savannah,  Georgia,  property 19,464.37 

Total   $46,444.87 

From  the  report  of  1900  under  the  head  of  income 
for  the  year  1900,  profit  and  loss,  real  estate, 
Mamaroneck,  New  York $16,000.00 

Real  estate  Tunica,  Mississippi 6,558.37 

Total $22,558.37 

Report  of  1901  under  head  of  income  profit  on  sales 

of  real  estate $145,786.27 

From  that  time  on  the  real  estate  and  other  securities  are 
not  separated.  In  the  report  of  1902  we  have  the  item  under 
the  head  of  income  profit  of  sales  of  matured  or  ledger  assets 
$i49>533-28. 

From  the  report  of  1903  we  have  items  under  the  head  of  in- 
come profit  of  sale  of  matured  ledger  assets  $63,637.99. 
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Report  of  1902  we  have  the  item  profit  on  sale  of  matured 
ledger  assets  $238,005.35. 

Q.  Was  Mrs.  Gill  the  owner  of  the  property  to  which  you 
have  referred?    A.  Yes^  sir. 

Q.  Who  was  the  person  behind  Mr.  Peters  in  the  other 
transaction?    A.  Boehm  &  Coon. 

E.  W.  SCOTT  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Scott,  have  you  a  statement  of  the  amounts  paid  back 
by  agents  in  December,  1903,  to  re-advance  to  1904?  A.  I  think 
so;  yes,  sir  (producing  paper). 

MR.  HUGHES :  I  offer  it  in  evidence. 

THE  WITNESS  :  That  is  for  the  third  year,  Mr.  Hughes. 

(Paper  marked  Exhibit  728.) 

Paper  read  in  evidence  by  Mr.  Hughes. 

BY  MR.  HUGHES : 

Q.  Now,  from  this  it  appears  that  in  December,  1903,  the 
agents'  balances  bonded  were  $50,000  and  unsecured  $235,333.33. 
Are  these  the  balances  at  the  end  of  the  month  mentioned? 
A.  Yes,  sir ;  the  end  of  each  month. 

Q.  What  is  meant  by  bonded  advances?  A.  Those  are  bal- 
ances secured  by  a  surety  bond. 
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Q.  What  company — any  particular  company?  A.  Yes;  the 
National. 

Q.  How  does  it  happen  that  they  are  secured  by  surety  bond? 
A.  Well,  that  was  obtained,  if  you  will  observe  there,  some  time 
back. 

Q.  And  apparently  it  has  run  right  along  $50,000  from  Decem- 
ber, 1902-3  ?  A.  Well,  with  the  exception  of  two  or  three  small 
changes.     None  since  December,  1903. 

Q.  None  since  December,  1903  ?    A.  No. 

Q.  What  is  the  nature  of  those  bonds?  A.  It  is  a  guarantee 
for  the  repayment  of  the  individual  balances. 

Q.  What  is  the  consideration  to  the  surety  company  for  the 
guarantee?  A.  I  think  about  $100;  I  won't  be  positive  about 
that. 

Q.  Do  they  hold  collateral?    A.  No,  sir. 

Q.  Who  arranges  the  guarantee  ?    A.  The  comptroller. 

Q.  Of  your  company?    A.  Yes. 

Q.  How  is  he  able  to  effect  the  guarantee  of  an  indebtedness  of 
$50,000  without  collateral  upon  the  payment  of  $100?  A.  Well, 
whatever  the  premium  is ;  I  won't  be  positive  about  that ;  but  these 
are  all  accounts  where  the  renewal  premium  will  liquidate  the 
amount  within  two  or  three  years. 

Q.  Does  the  surety  company  hold  an  assignment  of  the  renewal 
premiums  ?     A.  Yes,  sir. 

Q.  So  you  were  not  quite  accurate  in  saying  they  were  without 
collateral?    A.  They  have  my  individual  guaranty. 

Q.  They  have  your  individual  guaranty.  So  that  the  $50,000 
by  reason  of  that  transaction  in  your  guaranty  is  admitted  as  an 
asset  by  the  Department  ?     A.  Yes,  sir. 

Q.  And  hence  is  distinguished  from  the  other  item  of  agents' 
balances  which  are  not  admitted  as  assets  by  the  Insurance  De- 
partment?    A.  Precisely. 
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Q.  And  I  suppose  the  purpose  of  having  a  guaranty  is  to  secure 
the  admission  of  the  assets  ?    A.  Yes,  sir. 

Q.  And  your  company  arranges  that  for  the  agents  ?     A.  Yes. 

Q.  It  appears  that  on  December  31st,  1903,  the  unsecured 
agents'  balances  amount  to  $235,333.33  ?     A.  December,  1903  ? 

Q.  December,  1903 — didn't  I  say  that?  And  it  appears  that  at 
the  end  of  November,  1903,  they  amounted  to  $388,468.78. 
What  is  the  explanation  of  the  difference?  A.  The  difference 
was  paid  off. 

Q.  Paid  off  during  December  ?     A.  Yes,  sir. 

Q.  Then  again  in  January,  1904,  they  ran  up  again  to  $301,- 
158.36,  and  in  February  to  $328,379.97,  and  in  March  to  $374,- 
363.76,  and  so  on.  The  fact  is  you  get  in  or  you  did  get  in  in 
December,  1903,  as  much  money  as  you  could  so  as  to  reduce  the 
amount  of  your  unadmitted  balances  ?     A.  Precisely. 

Q.  And  then  in  1904  you  advanced  it  again  to  the  agents  ?  A. 
Yes,  sir.  That  is,  not  altogether  a  readvance  where  there  are 
commissions,  advanced  contingent  commissions  ten  per  cent,  is 
charged  in  there ;  that  is  not  a  readvance. 

Q.  How  much  of  it  is  the  amount  which  goes  back  to  the  agent? 
A.  Oh,  possibly  seventy-five  per  cent. 

Q.  In  other  words  about  75  per  cent.  I  don't  know  that  I  un- 
derstand it — ^what  is  the  75  per  cent.?  A.  If  an  agent  pays  off, 
we  will  say  ten  thousand  dollars,  or  a  thousand 

Q.  In  December?  A.  We  may  not  reloan  any  amount  of  it  or 
we  may  reloan  fifty  per  cent.,  twenty-five  or  sixty,  according  to  the 
exigencies  of  his  requirements. 

Q.  So  that  from  50  to  60  or  75  per  cent,  of  the  amounts  that 
come  in  in  December  are  advanced  again  in  January  or  soon  after  ? 
A.  The  first  two  or  three  months. 

Q.  The  object  being  to  get  in  the  moneys  for  your  annual  re- 
port?   A.  Exactly. 
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y.  Now,  it  appears  that  at  the  end  of  November,  1904,  the 
agents'  balances  were  $466,000  unsecured  ?     A.  Yes,  sir. 

Q.  And  at  the  end  of  December  only  $77,000?  A.  Yes,  sir; 
$206,000,  I  think  was  the  amount,  was  charged  to  profit  and  loss. 

Q.  $206,000  charged  to  profit  and  loss  at  what  time?  A.  In 
December. 

Q.  What  agency  was  that?     A.  Well,  various. 

Q.  That  is  not  one  transaction?  A.  No,  several;  wiped  out 
entirely. 

Q.  That  had  been  carried  for  some  time  ?  A.  Some  time ;  yes, 
sir. 

Q.  And  after  $206,000  had  been  charged  to  profit  and  loss 
there  remained  about  $260,000  of  unsecured  balances,  and  that 
was  renewed  by  payments  to  about  $77,000?  A.  Yes,  sir;  that  is 
right ;  that  is  the  amount  carried  in  our  books. 

Q.  And  you  carried  $77,000  among  your  unadmitted  assets  at 
the  end  of  1904?    A.  That  is  right. 

Q.  And  in  January  and  February  you  readvanced  to  bring  that 
up  to  $97,924  in  January  and  $115,000  in  February?  A.  And 
so  on. 

Q.  Now,  have  you  at  any  time  taken  checks  or  balances  at  the 
end  of  the  year  which  you  have  carried  as  cash,  though  they  have 
not  been  banked  ?    A.  No,  sir. 

Q.  Have  you  at  any  time  taken  certificates  of  deposit  that  you 
have  carried  over  the  year  for  the  purpose  of  preventing  the 
exclusion  of  assets  as  agents'  balances?  A.  I  don't  know  that  I 
understand  you. 

Q.  Have  you  ever  had  amounts  come  in  in  the  shape  of  checks 
from  agents  where  you  have  taken  and  deposited  them,  and  taken 
certificates  of  deposit  against  them,  and  then  released  them  after 
the  first  of  the  year  by  surrendering  the  certificate  of  deposit  and 
paying  the  money  back?    A.  No,  sir ;  I  do  not  recall  any. 

Q.  Have  you  had  in  your  company  what  is  known  as  the  local 
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board  plan  of  insurance,  or  insuring^  a  number  of  men  for  consid- 
erably large  amounts  on  the  understanding  that  they  would  get  a 
share  in  the  renewal  commissions  upon  those  subsequently  ad- 
mitted to  the  class?  A.  There  was  an  arrangement  of  the  kind 
prosecuted  by  one  of  our  Western  agents. 

Q.  For  how  long?  A.  I  don't  know  but  two  of  them.  Some 
months.  Let  me  say  a  word.  Years  ago,  some  years  ago,  it  was 
quite  common  for  companies  to  organize  in  different  localities  and 
centres  what  was  termed  local  boards. 

Q.  Yes.     A.  Having  the  idea  of  influencing  business  in  their 
respective  localities.     That  dropped  out  of  sight,  discontinued,  and 
we  had  an  enterprising  agent  come  to  us  who  wanted  to  re-estab- 
lish the  system  in  a  different  way,  and  as  an  experiment  we  gave 
him  permission  to  do  it.     I  think  it  was  in  Montana — one  of  the 
far  Western  States. 
Q.  Did  it  amount  to  anything  ?    A.  No ;  we  discontinued  it. 
Q.  How  long  ago  was  that?     A.  A  year  and  a  half.     I  saw 
there  was  a  possibility  of  misrepresentation  and  misunderstanding. 
Q.  In  your  annual  report  you  have  among  your  non -admitted 
assets  premium  notes  or  loans  of  premiums  and  net  premiums  in 
excess  of  the  net  value  of  policies.     In  taking  the  excess  of  pre- 
mium notes  over  reserve  do  you  take  the  total  of  the  notes,  and  the 
total  of  the  reserve  as  the  basis  of  computation?     A.  I  think  so; 
yes,  sir. 

MR.  GILBERT :  Oh,  no,  never  that. 

Q.  They  seem  to  think  that  you  fell  into  an  error.  A.  I  would 
like  to  be  informed.     What  is  the  question  ? 

Q.  The  question  is  whether  you  take  the  total  of  the  reserve 
and  deduct  it  from  the  total  of  the  notes  or  each  individual  case? 
A.  Oh,  no,  each  individual  case. 

Q.  You  compare  the  reserve  with  the  note  and  then  take  the 
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total  of  the  amount  so  arrived  at?    A.  Each  individual  case  is 
treated. 

Q.  And  that  has  always  been  the  case?    A.  Yes,  sir. 

Q.  What  is  the  Waco  Natatorium  stock?  A.  That  is  before 
my  day,  Mr.  Hughes ;  it  came  to  us  as  a  legacy. 

Q.  I  find  from  an  examination  of  your  schedule  of  purchases, 
that  on  December  31,  1900,  you  purchased  from  Stewart  Brown, 
sixty-two  shares  of  the  North  American  Trust  Company  stock, 
at  229,  and  that  on  February  21,  1901,  you  sold  to  Stewart  Brown 
sixty-two  shares  of  the  same  stock  at  229.  What  was  that  trans- 
action,, and  what  was  its  purpose?  A.  I  think  the  Comptroller 
-can  explain  that  clearly,  Mr.  Hughes. 

Q.  Did  you  have  anything  to  do  with  it  ?    A.  No,  sir. 

Q.  You  don't  know  anything  about  it?  A.  I  don't  know  any- 
thing about  the  details. 

Q.  The  arrangement  was  not  made  with  you  ?  A.  I  don't  think 
so,  personally,  no,  sir. 

Q.  I  note  under  date  of  January  2,  1900,  in  your  collateral 
loan  sheet,  a  loan  to  Stewart  Brown  upon  sixty-seven  shares  North 
American  Trust  Company,  $16,075,  ^^^  ^  ^^^^  o"  February  21, 
1901,  of  $15,369.87,  upon  sixty-two  shares  of  the  North  Ameri- 
Kian  Trust  Company,  and  on  March  30,  1901,  $18,090  loaned  to 
Stewart  Brown  on  sixty-seven  shares  North  American  Trust 
Company.  Are  you  familiar  with  those  transactions?  A.  No, 
I  do  not  recall  the  circumstances,  sir. 

Q.  The  amounts  paid  by  your  company  for  traveling  expenses 
do  not  appear  to  be  segregated  in  the  present  form  of  the  report. 
Do  you  know  what  amounts  were  paid  out  by  your  company  for 
traveling  expenses  last  year?    A.  I  could  not  tell  you  without 

referring 

Q.  Can  you  tell  approximately?  A.  It  would  be  a  mere  esti- 
mate, Mr.  Hughes. 
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Q.  Well,  what  amount  in  1904  was  paid  out  for  traveling  ex- 
penses of  yourself  personally?     A.  1904? 

Q.  Yes,  last  year.  A.  I  don't  know  as  I  can  state  the  exact 
amount. 

Q.  Would  it  be  a  large  amount?    A.  Not  so  very  large,  no,  sir. 

Q.  Approximately  what  would  it  be?  A.  A  thousand  dollars, 
perhaps. 

Q.  I  find  in  the  report  for  1900  where  traveling  expenses  are 
separately  stated,  an  item  of  $29,405.55.  Can  you  tell  me  how 
much  of  that  was  for  traveling  expenses  of  officers,,  approxi- 
mately?    A.  I  cannot,  Mr.  Hughes. 

Q.  You  are  unable  to  give  the  information  offhand  upon  that 
point?     A.  Yes,  sir. 

MR.  HUGHES :  I  should  be  glad  to  receive  a  statement.  You 
can  send  the  Committee  your  statement  what  the  traveling  ex- 
penses have  been  for  the  last  four  or  five  years. 

Q.  I  asked  you  a  question  the  other  evening  with  regard  to  the 
increase  in  the  expenses  of  your  company,  as  compared  with  the 
increase  in  the  insurance  outstanding.  Calling  attention  to  the 
fact  that  the  expenses  in  1900  were  $1,260,000,  in  1904,  $1,684,- 
000,  while  the  insurance  outstanding  in  1900  was  $102,000,000, 
and  in  1904,  $101,000,000.  Can  you  give  an  explanation  of  that 
increase?     A.  In  expenses? 

Q.  Yes.     A.  Well,  the  premium  income  had  doubled. 

Q.  No,  pardon  me;  the  premium  income  was  $3,421,000  in 
T900,  and  $3,659,000  in  1904?  A.  No,  I  think  that  is  wrong, 
Mr.  Hughes. 

O.  What  is  Mr.  Scott's  statement?  A.  The  renewal  commis- 
sions would  be  somewhat  more. 

Q.  Have  the  items  of  salaries,  bonuses,  rents  of  offices,  I  mean, 
I  am  not — I  am  not  speaking  of  salaries  of  officers — salaries  of 
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agents,  bonuses,  rents  of  offices,  advances  and  so  forth  increased? 
A.  I  think  the  expenses  of  the  Medical  Department,  perhaps,  has 
increased  about  eighty-five  thousand  dollars — approximately 
about  a  hundred  thousand  dollars  during  that  time. 

Q.  What  is  the  explanation  of  that?  A.  I  will  tell  you.  We 
have  appointed  a  stafif  of  inspectors  throughout  the  country,  have 
re-organized  our  Medical  Department  entirely.  We  have  in- 
creased our  agencies  there  and  the  agency  force;  we  have  estab- 
lished a  system  of  cashierships  at  all  the  principal  offices. 

Q.  That  has  been  quite  expensive?  A.  That  has  been  very 
expensive. 

Q.  When  was  that  begun?  A.  Well,  that  was  begun  two  or 
chree  years  ago. 

Q.  The  expense  which  has  increased  with  your  company  then 
has  been  notably  the  agency  expenses?  A.  Medical  Department, 
clerical  salaries  have  advanced — have  been  increased. 

Q.  Why  have  you  found  it  necessary  to  increase  your  expenses 
in  your  Medical  Department  and  in  connection  with  your  agency 
work?  A.  Re-organizing  the  medical  stafif  throughout  the  coun- 
try— re-organizing  the  agency  department  throughout  the  coun- 
try ;  the  old  agents  of  the  company  were  educated  along  the  term 
insurance  lines,  and  they  had  to  be  re-instructed;  new  men — ^a 
great  many  new  men  had  to  be  secured.  You  may  say,  Mr. 
Hughes — allow  me  right  here 

Q.  Mr.  Dawson  informs  me  that  there  are  in  your  expenses  for 
1904,  the  following  items  that  do  not  appear  in  your  report  of 
1900 ;  that  is,  the  latter  report  contains  no  corresponding  items : 

Paid  up  for  claims  and  supplementary  con- 
tracts, not  involving  life  contingencies.  . .  .   $81,536.00 

Taxes  on  real  estate 41,196.60 

Repairs  and  expenses  other  than  taxes  on 

real  estate 158,714.96 
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It  is  not  a  question  whether  they  are  small  or  not,  it  is  a  question 
whether  you  had  corresponding  items.  It  seems  to  me  that  the 
.suggestion  was  an  error  that  there  were  corresponding  items  that 
were  not  as  large,  because  you  did  not  have  as  much  real  estate? 
A.  Did  not  have  as  much  real  estate. 

Q.  On  the  other  hand,  you  were  getting  in  as  income  sup- 
posedly a  rental  sufficient  to  justify  large  valuations  of  real  estate ; 
so  that  there  is  no  reason  for  calling  attention  to  the  repairs  and 
expenses  on  real  estate  and  taxes  on  real  estate,  as  explaining 
the  increase  in  your  expenses.  If  you  had  invested  wisely  in  real 
•estate  you  ought  to  have  had  a  net  gain  instead  of  increased  ex- 
penses. A.  If  you  will  allow  me  to  say  a  word  on  that  point  I 
will  be  very  glad. 

Q.  At  the  same  time  it  is  fair  to  call  attention  to  the  fact  that 
the  totals  of  your  expenses  would  increase  as  your  investments  in 
Teal  estate  and  your  taxes,  and  expenses,  and  repairs  in  connection 
therewith  increased.     That  is  what  Mr.  Moir  meant? 

MR.  MOIR:  I  thought  you  were  referring  particularly  to  in- 
:surance  expenses  other  than  insurance  expenses  in  the  ordinary 
sense. 

Q.  I  was  taking  the  total  amount  of  the  expenses  of  the  com- 
pany.    A.  As  a  whole? 

Q.  And  you  desired  to  explain  that  part  of  the  increase  is  due 
to  the  fact  that  you  had  invested  largely  in  real  estate  and  there 
was  an  increase  of  expenses  over  and  above  what  you  were  put  to 
when  you  did  not  have  such  investments  in  real  estate?  A.  Yes, 
repairs  last  year  were  quite  considerable.  Now,  as  to  expenses, 
may  I  say  a  word? 

Q.  Yes.  A.  In  taking  over  the  Provident  Savings  it  was 
•equivalent  to  starting  a  new  company,  except  for.  the  nucleus  that 
was  there.     It  had  to  be  re-organized  inside  and  outside;  it  re- 
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quired  a  very  large  expenditure  to  do  that.  We  have  made  that 
expenditure,  and  I  think  we  have  made  it  wisely,  because  we  have 
the  company  to-day  on  a  goingf  basis ;  we  have  improved  on  our 
ratio  of  mortality;  we  have  a  medical  staff  equal  to  that  of  any 
other  company ;  we  have  an  agency  staff  equal  to  that  of  any  other 
company.  I  think  our  competitors  in  the  business  will  give  us 
credit  for  that.  Now,  as  to  the  real  estate.  I  think  that  we  are 
entitled  to  some  credit.  This  country  property  was  a  legacy  to 
the  present  administration.  We  tried  to  get  rid  of  it;  we  have 
made  these  various  exchanges  that  you  have  listened  to  this  morn- 
ing. We  have  got  to-day  nine  pieces  of  property,  and  if  you  will 
allow  me  I  would  like  to  give  you — I  say  as  to  those  nine  pieces 
of  property  I  am  perfectly  willing  to  submit  them  to  the  severest 
test  in  respect  to  valuation  from  the  first  to  last.  Now,  we  have 
a  f  iece  of  property  which  has  entered  into  this  discussion,  330  West 
Eighteenth  Street.  The  rate  per  cent. — the  net  rents  now  are 
reading  13^  per  cent.  A  little  piece  in  Owensboro,  Kentucky, 
which  is  scarcely  worth  mentioning,  only  valued  at  four  thousand 
dollars,  6  per  cent. ;  80  and  82  Wooster  Street,  7  7/8  per  cent. ; 
530  to  538  Broadway,  inclusive,  2  13/16  per  cent. ;  The  Provi- 
dent Building,  Waco,  4  3/4  per  cent. 

Q.  Do  you  own  that  now?    A.  We  do. 

Q.  When  did  you  get  it  back,  you  sold  it  in  the  early  part  of 
the  year?    A.  No,  we  took  it  back. 

Q.  I  knew  that,  but  I  thought  you  had  disposed  of  it  again? 
A.  No,  sir,  we  have  made  no  further  effort  to  do  so,  because  as 
a  local  investment  I  think  it  is  a  good  one  for  the  company,  hav- 
ing large  business  down  there.  The  property  in  112th  Street, 
book  value  $77,400,  is  paying  us  8|  per  cent. 

Q.  Is  that  net  ?  A.  That  is  net,  Mr.  Hughes.  On  the  net  rent. 
Corner  of  io6th  Street  and  Amsterdam  Avenue,  61/8  per  cent. ; 
and  East  Seventeenth  Street,  7  5/8  per  cent. — or  a  total  of  4  3/4 
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per  cent  net.  Then  we  come  to  35  Nassau  Street^  which  has  been 
mentioned. 

Q.  By  the  Metropolitan?  A.  That  is  a  transaction  of  which 
I  am  personally  proud.  It  gave  us  an  opportunity  to  concentrate 
our  holdings  scattered  in  there.  Of  course  we  all  know  what 
that  property  is.  That  property  will  stand  on  its  merits,  and 
there  is  no  getting  away  or  beyond  its  true  value.  To  illustrate, 
to-day  we  have  not  a  vacancy  in  that  building,  not  one,  and  we 
are  getting  two  dollars  and  a  half  a  square  foot. 

Q.  What  are  your  net  returns  ?  A.  With  the  expiration  of  two 
leases  in  May,  I  think  it  is  next,  it  will  be  5f  per  cent. 

Q.  What  is  it  now?  A.  Well,  a  fraction  lower  than  that.  For 
instance,  there  is  one  lease,  $4,800,  we  have  been  offered  $10,000 
on  renewal.  Another  at  $26,000,  and  we  have  been  offered  $25,- 
000,  and  I  want  $60,000. 

Q.  Are  you  insured  in  the  Provident?    A.  I  am,  sir. 

Q.  Have  you  received  any  commissions  ujxjn  this  insurance? 
A.  I  did. 

Q.  From  whom?    A.  I  think  from  one  of  the  agents. 

Q.  When  were  you  insured,  and  in ,  what  amount  ?  A.  Some 
years  ago. 

Q.  I  what  amount?     A.  $25,000,  I  think. 

Q.  Is  that  the  total  amount  of  insurance  you  have?  A.  In 
the  company? 

Q.  Yes.     A.  Yes,  sir. 

Q.  What  commissions  did  you  receive,  or  do  you  receive?  A. 
I  think  it  was  60  per  cent.     I  received  no  renewal. 

Q.  Are  you  insured  in  other  companies?  A.  That  is  a  non- 
participating  policy. 

Q.  Are  you  insured  in  other  companies?     A.  I  am. 

Q.  Have  you  received  commissions  upon  policies  in  other  com- 
panies? A.  I  do  not  recall  any  because  the  bulk  of  my  insurance 
I  have  had  for  a  good  many  years. 


5294 


Testimony  of  Ralph  K.  Hubbard 

Q.  How  many  years?    A.  It  will  average  fifteen,  perhaps. 
Q.  Have  you  received  any  commissions  upon  any  in  other  com- 
panies?    A.  Not  that  I  recall,  no,  sir. 

RALPH  K.  HUBBARD,  resumed. 

BY  MR.  HUGHES: 

Q.  I  call  your  attention  to  a  loan  of  January  2nd,  1900,  of 
$16,075  to  Stewart  Brown  on  67  shares  of  North  American 
Trust  Company  stock  as  collateral.  Do  you  remember  the  mak- 
ing of  that  loan?  A.  I  did  not  make  the  loan;  I  was  appointed 
comptroller  in  January,  1901,  but  I  was  familiar  with  the  trans- 
action. 

Q.  That  is  all  I  want,  if  you  are  familiar  with  it.  You  are  not 
in  any  way  responsible  you  mean?     A.  Not  at  all,  sir. 

Q.  What  was  the  transaction?  A.  The  transaction  was  that 
the  acquiring  of  that  62  shares  of  stock,  and  the  company  taking 
credit  for  it,  was  an  entire  mistake  in  bookkeeping  and  should 
not  have  appeared  in  our  holdings  as  62  shares. 

Q.  What  was  that?    A.  Repeat  your  question. 

Q.  I  think  you  have  said  the  acquiring  of  the  62  shares  and 
taking  credit  for  it  as  a  holding  was  an  entire  mistake  ?  A.  Yes, 
sir. 

Q.  Why  was  it  a  mistake — mistake  of  bookkeeping — why  was 
it  a  mistake?  A.  Just  a  plain  unintentional  bookkeeping  mis- 
take. 

Q.  What  was  the  error?  Did  you  make  a  loan  to  Stewart 
Brown  on  January  2nd,  1900,  of  $16,000  upon  that  collateral? 
A.  We  did. 

Q.  Now,  at  the  close  of  the  year  on  September  28th,  1900,  it 
appears  from  your  record  of  purchases    that    you    bought  67 
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shares  from  W.  H.  Taylor,  Vice  President — was  he  Vice  Pres- 
ident of  your  company  ?    A.  No,  sir. 

Q.  Of  what  company  was  he  Vice  President?  A.  I  presume 
of  the  North  American  Trust  Company. 

Q.  Sixty-seven  shares — were  those  the  67  shares?  A.  Yes, 
continued  right  along. 

Q.  Those  are  the  same  67  shares  you  held  as  collateral  for 
the  loan?    A.  Oh,  no,  sir. 

Q.  What  do  you  mean  when  you  say  there  was  some  mis- 
take made — what  was  the  mistake?  A.  I  was  answering  the 
question  that- 1  thought  you  put  to  Mr.  Scott — ^that  62  shares 
of  stock. 

O.  You  are  referring  now  not  to  the  67  but  to  the  62?  A. 
The  62. 

Q.  Now,  let  us  get  the  67  straight  first,  then  we  will  go  to  the 
62.  The  67  shares  were  held  as  collateral  for  a  loan  made  to 
Stewart  Brown  made  January  2nd,  1900?    A.  Yes. 

Q.  What  became  of  that  transaction,  that  67  shares?  A.  It 
was  paid  off,  the  loan  was  paid  off. 

Q.  When  was  it  paid?    A.  December,  1900. 

Q.  Was  it  made  again?  A.  It  was  made  again  the  following 
year. 

Q.  It  was  paid  off  at  the  end  of  the  year  1900?  A.  And  re- 
made in  January  or  February. 

Q.  The  collateral  surrendered  and  payment  back?  A.  The 
collateral  was  not  surrendered.    That  accounts  for  the  mistake. 

Q.  You  held  the  collateral  and  cancelled  the  loan?    A.  Yes. 

Q.  What  was  the  object  of  that  ?  A.  It  was  not  an  object,  Mr. 
Hughes. 

Q.  Simply  a  mistake?    A.  Simply  a  mistake. 

Q.  Well,  on  December  31st,  1900,  it  appears  from  your  pur- 
chases that  you  bought  from  Stewart  Brown  62  shares  of  North 
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American  Trust  Company.    Was  that  62  a  part — that  was  part 
of  the  67?    A.  Yes,  sir. 

Q.  That  had  been  collateral?    A.  Yes,  sir. 
Q.  Did  you  make  any  such  purchase  ?    A.  No,  sir. 
Q.  Did  you  pay  Mr.  Brown  any  such  amount?    A.  No,  sir. 
Q.  It  appeared  in  the  annual  report  of  the  company  for  that 
year?    A.  Yes,  sir. 

Q.  As  among  the  securities  owned?  A.  Yes,  sir,  which  was 
a  mistake. 

Q.  How  could  such  a  mistake  arise?  A.  The  ofHce  was  in 
utter  confusion,  Mr.  Hughes,  in  the  end  of  December,  1900, 
and  there  was  not  the  same  care  and  attention  paid  to  the  prep- 
aration of  the  1900  statement  as  there  should  have  been. 

Q.  Were  there  other  mistakes  in  it?  A.  There  was,  but  of 
no  particular  moment. 

O.  What  were  the  others?  A.  Well,  I  could  not  say  offhand. 
I  have  not  certified  the  statement,  but  I  may  say  that  Mr.  Wright 
— Walter  C.  Wright — went  over  that  statement. 

Q.  Go  on.  A.  Walter  C.  Wright  went  over  that  statement 
and  verified  the  same  with  the  exception  of  the  mistakes  that 
I  have  referred  to. 

Q.  When  did  he  go  over  it?  A.  In  the  examination  of  the 
company  in  the  middle  of  1901. 

Q.  Then  the  fact  is  at  the  end  of  1900  the  com'panies  did  not 
own  129  shares  of  North  American  Company  stock?  A.  That 
is  the  fact. 

Q.  As  stated  in  the  report?    A.  Yes,  sir. 

Q.  It  did  not  own  any  shares?    A.  Yes. 

Q.  What  did  it  own?    A.  67. 

Q.  How  did  it  acquire  the  67?  A.  Purchased  several  years 
ago;  I  could  not  give  you  the  dates  of  it — before  that — several 
years — perhaps  in  1899. 
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Q.  Well,  that  is  the  67  that  had  been  bought  in  1900  from 
Mr.  Taylor?    A.  That  is  it. 

Q.  They  owned  that  ?    A.  Yes,  sir. 

Q.  But  they  did  not  own  the  other  62  that  made  up  the  129? 
A.  That  is  right. 

Q.  Now,  at  the  beginning  of  1901  the  loan  to  Mr.  Stewart 
appears  upon  67  shares  of  North  American  Trust  Company 
stock  as  collateral  was  renewed,  and  it  appears  that  on  Decem- 
ber 31,  1901,  there  was  a  purchase  from  Mr.  Brown  of  67  shares. 
Did  that  take  place?    A.  That  actually  took  place. 

Q.  That  took  place?    A.  That  is  correct. 

Q.  So  that  when  in  the  end  of  the  next  year  you  reported  you 
owned  134  shares  of  North  xA.merican  Trust  Company  that  is 
correct  ?    A.  That  is  correct. 

(J.  And  were  the  other  67  shares  that  were  purchased  at  the 
end  cf  1901  the  same  that  had  been  collateral  for  his  loan?  A. 
Yes,  sir. 

Q.  They  were  purchased  by  the  cancellation  of  his  loan  and 
taking  the  stock  in  payment?    A.  Yes,  sir. 

MILES  M.  DAWSON,  called  as  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Dawson,  have  you  taken  the  annual  report  of  the 
Provident  Savings  Life  Assurance  Society  and  compiled  certain 
statements  from  them  as  to  the  profits  made  upon  their  real 
estate  transactions  and  upon  their  real  estate  securities  of  the 
results  of  their  business  apart  from  such  profits?    A.  I  have. 

Q.  Are  these  the  statements  (showing  witness  papers)?  A. 
They  are. 
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Q.  You  believe  them  to  be  correct  from  the  reports?    A.  I  do. 

Q.  They  are  simply  compilations  of  what  appear  in  the  sworn 

reports  of  the  company  to  the  Insurance  Department?    A.  They 


are. 


MR.  HUGHES:  I  ofifer  them  in  evidence. 
(Papers  marked  Exhibit  729.) 

Q.  Just  explain  what  those  papers  show?  A.  They  show  to 
begin  with  profit  and  loss,  items  including  changes  in  the  mar- 
ket values  as  per  statements  to  the  New  York  Department. 
Shall  I  read  what  the  changes  are  ? 

Q.  If  j'ou  will  take  one  year  as  an  illustration  of  the  method  in 
which  you  have  arrived  at  the  results;  then  give  the  results  for 
the  years.    A.     1897  the  profits  were: 

Agency  accounts $101.34 

Natatorium  stock 2,000.00 

Waco  real  estate 56,527.97 

Savannah  real  estate 18,436.24 

Sales  of  securities 5,164,42 

Making  total  profits  of $82,229.97 

Losses,  agency  account 68.83 

Collateral  loans  (Hadley) 60,000.00 

Total  losses $60,068.83 

Net  profits $22,161.14 

Q.  That  is  net  profit  on  the  real  estate  and  securities?    A. 
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The  net  profit,  that  is  in  the  profit  and  loss  account,  as  given 
on  the  statement. 

Q.  Now,  take  the  profit  made — the  amount  indicated  by  the 
profit  and  loss  statement  of  succeeding  years  ?    A.  Yes. 

Q.  And  the  losses  as  indicated  by  the  same  statement.  You 
find  in  1898  a  net  profit  of  $5,636.55.    A.  Whatever  it  is  there. 

Q.  In  1899 $63,176.03 

In  1900 52,001.89 

In  1901  183,998.38 

In  1902  199,891.81 

In  1903  79.579-55 

In  1904 229,107.78 

Your  next  statement  is  a  statement  of  Gains  on  Real  Estate, 
as  shown  by  the  reports?    A.  For  the  various  years. 

Q.  For  the  various  years,  the  first  being  gross  gains  as  fol- 
lows: 

1897 $74,964.21 

1898 26,296.92 

1899 46,444-87 

1900 21,280.76 

1901 188,535.64 

1902 224,287.65 

1903 91,031.68 

1904 254,233.27 

From  1902,  the  gains  on  securities  and  real  estate  are  together 
and  the  figures  that  you  have  given  stand  for  both?  A.  They 
are. 
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Q.  Then  you  have  in  your  next  detailed  gains  as  shown  by 
the  report  of  the  company  on  real  estate  and  securities,  net? 
A.  That  means  with  those  losses  deducted. 

Q.  With  the  losses  deducted.  The  statement  you  have  just 
given  is  gross,  without  deducting  losses  ?    A.  Yes. 

Q.  These  net  are  the  same  footings  that  I  have  given  in  the 
first  statement?    A.  You  have  already  read. 

Q.  Then  you  have  in  the  next  title  the  Remainder  of  Surplus 
Interest,  etc.,  in  Gain  and  Loss  Exhibit,  furnished  by  the  com- 
pany, marked  Exhibit  No.  70?    A.  Correct. 

Q.  Attributable  to  interest  and  rent  after  deducting  net  gains, 
real  estate  and  securities,  by  sales  and  mark-ups. 


1897    Total  under  the  head  of  surplus  interest,  etc., 

in  the  report  is $84,800 

And  deduction  for  gains  and  real  estate  se- 
curities, by  sales  and  mark-ups 22,161.00 

Leaving  a  remainder  of $62,639.00 


1898    Total    $82,539.00 

Deduction   5,637.00 

Remainder    $76,902.00 


1899     Total $89,928.00 

Deduction   63,176.00 

Remainder $26,752.00 
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1900  Total $70,465.00 

Deduction   52,002.00 

Remainder $18,463.00 

1901  Total    $104,668.00 

Deduction   183,998.00 

Remainder,  a  minus  quantity $79,330.00 

1902  Total   $77,725.00 

Deduction    199,892.00 

Remainder,  a  minus  quantity $122,167.00 

1903  Total $101,375.00 

Deduction   79,580.00 

Remainder  $21,595.00 

1904  Total $357,792.00 

Deduction  229,108.00 

Remainder  $128,684.00 

Your  concluding  statement  is  the  total  of  the  net  profits  for 
the  year  as  per  the  gain  and  loss  exhibit,  to-wit:  Exhibit  No. 
709,  making  the  gains  exclusive  of  sales  and  mark-ups  of  real 
estate  values  of  securities,  in  other  words,  what  the  insurance 
gains  would  be  apart  from  such  enhancements?    A.  Yes. 

Q.  As  follows : 
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1897    As  stated  in  Exhibit  709,  net  profits $21,395.00 

Gains,  as  stated 22,161.00 

Remainder,  minus $766.00 


1898     Net  profits   $408,905.00 

Gains,  as  stated 5,637.00 

Remainder    $403,268.00 


1899  Net  profits $96,628.00 

Gains  from  real  estate 63,176.00 

Remainder $33,452.00 

1900  Net  profits   $132,098.00 

Gains  from  real  estate 52,002.00 

Remainder $80,096.00 

1901  Net  profits   $222,990.00 

Gains  from  real  estate 183,998.00 

Remainder    $38,992.00 

1902  Net  profits $318,743.00 

Gains  from  real  estate 199,892.00 

Remainder $118,851.00 

5303 


Testimony  of  Miles  M.  Dawson 

1903  Net  profits   $227,670.00 

Gains  from  real  estate 79,580.00 

Remainder $148,090.00 

1904  Net  profits $116,567.00 

Gains  from  real  estate,  etc 229,108.00 

Remaining,  a  negative  quantity $112,541.00 

Your  statements  will  appear  in  full  in  the  record. 

The  statements  heretofore  summarized  by  Mr.  Hughes  to  be 
found  in  the  Book  of  Exhibits,  as  Exhibit  No.  729. 

The  following  papers  are  marked  for  identification : 

Bank  balances  October  31st,  1900  to  October  31,  1905,  Prov- 
ident Savings  Life  Insurance  Company. 

(Marked  Exhibit  730  for  identification.) 

Record  of  purchases  and  securities  for  ten  years  preceding 
November  21,  1905.     (Marked  Exhibit  731  for  identification.) 

Record  of  sales  of  securities  same  period. 

(Marked  Exhibit  732  for  identification.) 

Securities  November  21,  1905. 

(Marked  Exhibit  733  for  identification.) 

Record  of  collateral  loans  October  31st. 

(Marked  Exhibit  734  for  identificati6n.) 

Adjourned  to  2:30  this  afternoon. 
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AFTER  RECESS. 

MR.  HUGHES:  Will  you  call  Mr.  Stacey  Wilson? 

THE  CHAIRMAN:  Is  Mr.  Stacey  Wilson  in  the  room? 
He  does  not  appear  to  answer,  Mr.  Hughes.  Is  there  any 
other  witness? 

MR.  HUGHES:  Not  at  present. 


STACEY  WILSON,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 


BY  MR.  HUGHES: 

Q.  Where  do  you  reside?    A.  Brooklyn. 

Q.  How  long  have  you  been  connected  with  the  Empire 
Life  Insurance  Compan)'^?  A.  In  different  positions  since 
about  1883. 

Q.  When  was  the  Empire  Life  Insurance  Company  organ- 
ized?   A.  In  1881. 

Q.  Under  the  same  name?  A.  No,  the  Home  Benefit  So- 
ciety. 

Q.  How  long  did  it  do  business  under  the  name  of  the  Home 
Benefit  Society?     A.  Until  1894. 

Q.  What  was  che  character  of  the  business  of  the  Home 
Benefit  Society?  A.  An  assessment  life  insurance,  sick  and 
accident  insurance. 
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Q.  Exclusively  an  assessment  company?    A.  Yes,  sir. 

Q.  Without  capital  stock?  A.  Without  capital  stock,  yes, 
sir. 

Q.  Is  this  a  copy  of  the  constitution  and  by-laws  of  the  Em- 
pire Life  Insurance  Company   (handing  paper)  ?     A.  Yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  735-) 

(Exhibit  735  will  be  found  in  the  took  of  exhibits.) 

Q.  What  led  to  the  reorganization  under  the  name  of  the 
Empire  Life?  A.  Well,  so  many  companies  that  had  similar 
names  to  the  Home  Benefit  Society  went  out  of  existence. 

Q.  What  was  done  with  the  insurance  in  force  at  the  time 
of  the  organization  under  the  name  of  the  Empire  Life?  A. 
It  simply  was  carried  on.  We  simply  had  a  rider  printed 
which  we  attached  to  the  old  policies. 

Q.  Was  there  a  re-incorporation?  A.  No,  simply  a  change 
of  name. 

Q.  Simply  a  change  of  name?    A.  Yes,  sir. 

Q.  Your  company  is  now  under  Article  VI  of  the  Insurance 
Laws  as  an  assessment  corporation?    A.  Yes,  sir. 

Q.  And  as  the  Empire  Life  it  has  no  capital  stock?  A.  No, 
sir. 

Q.  Who  are  the  officers  of  your  company?  A.  Well,  Evelyn 
L.  Bissell  was  the  president. 

Q.  Who  is  president  now?  A.  We  have  not  elected  one.  Dr. 
Bissell  died  four  or  five  days  ago. 

Q.  Who  is  vice-president  ?    A.  A.  Judson  Stone. 
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Q.  How  long  has  he  been  vice-president?  A.  Since  1893,  I 
think. 

Q.  Who  is  secretary?    A.  I  am  the  secretary. 

Q.  And  you  as  secretary  actively  managed  the  company?  A. 
Yes. 

Q.  Who  is  the  treasurer?    A.  George  D.  Godwird. 

Q.  How  long  has  he  been  treasurer?  A.  He  has  been  treas- 
urer since  the  organization  of  the  company. 

Q.  What  other  employes  have  you?  A.  A  bookkeeper,  clerk, 
stenographer  and  cashier. 

Q.  Any  other  employes?    A.  No,  sir. 

Q.  How  many  clerks  have  you?  A.  What  I  stated,  that  in- 
cludes all  the  clerks. 

Q.  One  clerk?  A.  We  have  but  one  clerk,  one  bookkeeper 
and  a  cashier  and  stenographer. 

Q.  What  property  do  you  own?  A.  We  don't  own  any  prop- 
erty, sir,  only — that  is,  no  real  property.  We  own  $5,000  water 
bonds. 

Q.  You  own  $5,000  water  bonds  of  New  York  City?  A.  Yes, 
sir. 

Q.  Has  your  company  any  other  assets  than  those  bonds? 
A.  No,  sir. 

Q.  Have  you  any  cash?    A.  Well,  some. 

Q.  What  amount  of  cash  have  you?  A.  Well,  less  than 
$5,000. 

Q.  How  much  less?    A.  Probably  about  $2,000  less. 

Q.  Where  is  it  kept?  A.  It  is  kept  in  the  Nassau  Bank  and 
the  banking  house  of  Edgar  Tripp  &  Company  in  Trinidad. 

Q.  Where?    A.  In  Trinidad. 

Q.  How  do  happen  to  have  a  bank  account  in  Trinidad  ?  A. 
Well,  he  collects  premiums  there  on  business  that  we  transferred 
from  another  company  some  years  ago,  and  he  holds  that  money 
until  we  call  for  it  at  certain  times  of  the  year. 
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Q.  What  company  was  this?    A.  The  National  Mutual. 

Q.  Where  did  it  do  business?    A.  New  York  City. 

Q.  How  does  it  happen  that  the  man  in  Trinidad  has  any- 
thing to  do  with  it?  A.  Well,  they  happened  to  write  quite  a 
little  business  in  Trinidad  and  around  that  section. 

Q.  Where  was  that  company  chartered?    A.  In  New  York. 

Q.  When  was  it  chartered?  A.  I  could  not  tell  you  when,  but 
I  would  assume  it  was  chartered  in  the  neighborhood  of  1885 
or  1886. 

Q.  When  did  your  company  take  over  its  business?    A.  1894. 

Q.  What  was  the  amount  of  business  you  took  over?  A. 
Probably  about  two  millions  of  business. 

Q.  About  two  millions  of  outstanding  insurance?    A.    Yes. 

Q.  Who  is  the  man  who  handles  that  in  Trinidad?  A.  Ed- 
gar Tripp  &  Company. 

Q.  What  proportion  of  the  two  million  was  business  in  Trin- 
idad? A.  A  very  small  proportion,  probably — ^well,  there  might 
have  been  $25,000,  or  maybe  $30,000  worth  of  business  there. 

Q.  What  amounts  do  you  receive  from  Tripp  &  Company 
from  time  to  time,  how  do  they  average?  A.  Probably  about 
every  year  or  a  year  and  a  half  he  sends  us  $1,000  or  $1,500,  as 
the  case  may  be. 

Q.  Have  you  any  other  bank  account  in  New  York  than  the 
one  with  the  Nassau  Bank?    A.  No,  sir. 

Q.  What  is  your  average  balance  with  that  bank?  A.  Well, 
it  varies.  Sometimes  we  have  three  or  four  thousand  dollars 
and  sometimes  we  don't  have  more  than  three  or  four  hundred 
dollars. 

Q.  What  have  you  now?  A.  Probably  about  seven  or  eight 
hundred  dollars. 

Q.  Then  seven  or  eight  hundred  dollars  in  the  Nassau  Bank 
and  the  $5,000  water  bond  of  New  York  City  constitute  your  en- 
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tire  assets  ?  A.  Yes,  or  probably  the  cash  on  hand  or  something 
of  that  kind. 

Q.  How  much  would  that  be?  A.  Probably  three  or  four 
hundred  dollars  more. 

Q.  At  the  end  of  1904  how  much  property  did  you  own,  your 
company,  of  course,  I  mean?    A.  At  the  end  of  1904? 

Q.  Yes.  A.  We  probably  had  in  the  neighborhood — I  cannot 
tell  you  exactly  without  looking,  in  the  neighborhood  of  eleven 
thousand  or  twelve  thousand  dollars. 

Q.  Of  which  five  thousand  dollars  was  this  water  bond  and  the 
rest  were  cash  balances?  A.  Cash  in  different  banks  at  that 
time. 

Q.  What  are  your  outstanding  liabilities?  A.  In  the  neigh- 
borhood of — well,  roughly,  about  fifty  thousand  dollars. 

Q.  What  do  they  consist  of  ?    A.  Claims. 

Q.  Death  claims?    A.  Yes,  sir. 

Q.  Approved  as  not  paid?    A.  And  that  are  being  contested. 

Q.  What  proportion  of  the  fifty  thousand  dollars  consists  of 
contested  claims?    A.  Probably  about  one-third. 

Q.  And  thirty-three  thousand  dollars  consists  of  claims  un- 
contested, which  have  been  existing  for  how  long?  A.  Some  a 
short  time,  and  some  a  long  time.  When  I  say  a  long  time,  I 
mean  within  a  reasonable  time. 

Q.  How  long  is  the  longest  time  that  you  have  permitted  a 
death  claim  to  exist  without  payment,  uncontested?  A.  From 
the  time  of  its  approval,  not  more  than  ninety  days. 

Q.  What  was  the  amount  of  your  outstanding  liabilities  on 
December  31st,  1904?  A.  I  think  about  forty-five  thousand  dol- 
lars. 

Q.  Against  which  you  had  ten  thousand  dollars  of  assets  ?  A. 
Yes,  sir. 

Q.  Now,  you  have  about  fifty  thousand  dollars,  with  about 
six  thousand  dollars  of  assets.    Is  there  any  test  of  solvency  of 
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an  assessment  company?  A.  Well,  we  have — our  calls  come  in 
on  the  first  of  the  month.  Generally  on  the  first  of  the  month 
we  have  a  little  more  money  come  in  to  meet  these  obligations. 

Q.  Under  the  law  of  the  State  you  are  not  required  to  keep 
any  reserve?  A.  Only  a  reserve,  emergency,  equal  to  the 
amount  of  one  assessment,  one  mortuary  call. 

Q.  What  was  the  amount  of  one  mortuary  call.  A.  About 
seven  thousand  dollars. 

Q.  Then  you  have  not  a  reserve  at  the  present  time  to  that 
amount?    A.  Yes,  sir. 

Q.  Where  is  it?  A.  That  we  have  got,  counting  what  we  have 
■got  in  the  five  thousand  dollar  bonds  and  the  cash  on  hand  and 
the  money  that  is  in  the  banks.  We  have  got  enough  to  cover 
that. 

Q.  You  have  got  five  thousand  dollars  and  the  three  or  four 

hundred  dollars  cash  and  a  few  hundred  in  bank A.  Seven 

tor  eight  hundred  dollars,  probably,  in  the  bank. 

Q.  How  much  in  the  bank  ?  A.  Seven  or  eight  hundred  dol- 
lars, I  think,  in  that  neighborhood,  maybe  a  little  less. 

Q.  That  would  make  a  total  of  less  than  seven  thousand  dol- 
lars. A.  Then  we  have  about  fifteen  hundred  dollars  coming 
from  Tripp. 

Q.  You  can  call  on  that?    A.  Yes. 

Q.  When  will  you  be  likely  to  get  it?  A.  About  the  first  of 
the  year. 

Q.  What  is  the  amount  of  your  outstanding  insurance?  A. 
About  four  millions  of  business. 

Q.  Four  millions  of  dollars?    A.  Yes. 

Q.  How  many  policies  have  you  outstanding?  A.  Probably 
;twenty-two  hundred,  from  two  thousand  to  twenty-two  hundred. 

Q.  Where  do  you  do  business,  in  what  jurisdictions.  A.  New 
York,  Pennsylvania. 

Q.  What  other  jurisdictions?    A.  And  West  Virginia. 
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Q.  Those  are  the  only  ones?    A.  Yes. 

Q.  What  proportion  of  your  business  is  in  the  State  of  New 
York?    A.  Most  of  it. 

Q.  That  means  seventy-five  per  cent.  ?    A.  Yes,  sir. 

Q.  You  have  no  president  at  present  ?  A.  No,  unfortunately 
he  died  about  four  days  ago.    I  went  to  his  funeral  last  Tuesday. 

Q.  Prior  to  his  death  did  he  have  a  salary?    A.  No. 

Q.  Did  your  vice-president  have  a  salary?    A.  No. 

Q.  What  is  your  salary?    A.  Twenty-five    hundred  dollars. 

Q.  What  is  the  treasurer's  salary  ?    A.  Two  thousand  dollars. 

Q.  What  is  the  clerk's  salary?  A.  One  gets  about  twenty 
dollars  a  week,  and  the  other  gets  eighteen  dollars  a  week. 

Q.  What  is  the  bookkeeper's  salary  ?    A.  Eighteen  dollars. 

Q.  And  the  cashier's  salary?    A.  Eight  dollars. 

O.  And  the  stenographer's?    A.  Eight  dollars. 

Q.  That  is  a  week?    A.  Yes,  sir. 

Q.  And  that  is  your  entire  payroll?    A.  Yes,  sir. 

Q.  Where  are  your  offices  ?    A.  200  Broadway. 

Q.  What  rent  do  you  pay?  A.  Seventeen  hundred  dollars  a 
year. 

Q.  What  were  your  total  receipts  in  1904?  A.  I  think  a  little 
less  than  ninety  thousand  dollars. 

Q.  Is  it  seventy-eight  thousand  dollars  ?  A.  Yes,  that  is  right. 
I  was  counting  the  ten  thousand  dollars  or  eleven  thousand  be- 
side. 

Q.  $78,335  were  your  entire  receipts  in  1904?    A.  Yes,  sir. 

Q.  What  were  your  entire  disbursements  in  1904?  A.  Twen- 
ty-seven thousand  dollars — oh,  total  disbursements,  seventy-nine 
thousand  dollars. 

Q.  Is  this  circular  issued  by  your  company?  A.  It  was.  We 
are  not  issuing  them  any  more. 

Q.  When  was  that  issued?  A.  Probably  three  or  four  years 
ago. 
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O.  Well,  did  you  state  when  your  name  was  changed  to  the 
Empire?    A.  Yes,  sir,  in  1894. 

Q.  Have  you  issued  any  circular  in  the  last  three  or  four 
years  ?    A.  Yes,  sir. 

Q.  Have  you  a  form  of  those  circulars?  A.  I  think  we  have 
got  one.    It  is  almost  the  same  as  that. 

Q.  Is  this  the  one  you  now  produce?    A.  Yes,  sir. 

MR.  HUGHES  :  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  No.  736.) 

(Exhibit  No.  736  will  be  found  in  the  Book  of  Exhibits.) 

MR.  HUGHES  :  I  will  read  from  this  circular  some  of  the  pro- 
visions as  follows : 

Pure  life  insurance  at  cost. 

Empire  Life  Insurance  Company,  incorporated  1881,  under  New 
York  Laws. 

Home  Offices :  200  Broadway,  New  York. 

Life  Insurance  under  any  and  all  systems  consists  in  collecting 
from  the  living  to  pay  the  representatives  of  the  dead.  A  careful 
perusal  of  this  pamphlet  will  show  that  the  system  inaugurated  by 
this  company  does  this,  simply,  directly  and  inexpensively. 

Empire  Life  Insurance  Company  furnishes  the  best  life  insur- 
ance. Why?  Because  it  is  pure  life  insurance  without  strings 
or  misleading  technicalities,  or  doubtful  provisions.     Because  it  is 
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pure  life  insurance  at  actual  cost,  no  twenty  to  thirty  per  cent, 
added  for  assets  showing. 

Because  it  embraces  on  the  same  table  of  rates  both  sexes,  pro- 
vided they  are  of  first-class  physical  health. 

Home  Office,  200  Broadway,  New  York. 

Then  follows  a  statement  of  facts  worth  reading  by  those  who 
hesitate  about  joining  the  Empire  Life  Insurance  Company. 

Then  a  statement  of  premium  rates  for  each  one  thousand  dol- 
lars. 


Then  comes  the  following: 


Empire  Life  Insurance  Company  has  paid  claims  aggregating 
over  one  million  dollars  to  the  widows  and  orphans  of  deceased 
policyholders.  A  low  mortality  makes  cheap  insurance.  Rigid 
inquisitorial  medical  examinations  by  first-class  physicians  only 
insures  a  low  mortality.  Policy  by  its  terms  is  incontestable  and 
indisputable  except  for  fraud,  misstatement  of  age  or  non-payment 
of  premium. 

We  charge  the  lowest  premium  consistent  with  safety  during  the 
productive  period  of  life.  You  know  just  what  you  are  to  pay, 
and  when  it  becomes  due.  The  estimated  minimum  cost  to  a 
member  in  any  year  is  shown  by  the  table. 

Premiums  may  be  paid  annually  or  semi-annually  by  deposit  on 
account,  thereby  reducing  liability  of  lapsing  policy  through  over- 
sight or  absence. 
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Then  follow  certain  other  items  which  I  will  not  read,  and  the 
circular  continues : 

"The  Empire  Life  Insurance  Compan}',  incorporated  in  1881,  is 
a  company  of  members  imited  to  furnish  each  other  with  life  in- 
surance for  their  families,  to  protect  and  increase  the  estate  of  de- 
ceased members,  and  for  the  securing  of  creditors." 

It  provides  safe  insurance  at  the  lowest  cost  consistent  with  the 
greatest  security  upon  a  purely  mutual  plan.  It  is  managed  and 
controlled  by  its  members  or  their  duly  authorized  representa- 
tives. It  furnishes  life  insurance  at  cost  with  a  sufficient  reserve 
fund  to  guarantee  the  payment  of  its  claims.  No'  personal  liabil- 
ity is  incurred  by  becoming  a  member  of  this  company.  The 
continuance  of  a  policy  and  payments  are  voluntary  at  the  option 
of  the  owner.  A  member  can  terminate  his  policy  at  any  time  by 
omitting  to  pay  his  premiums  as  they  accrue,  and  no  further  lia- 
bility is  incurred  by  him  or  by  the  company  to  him. 

A  member  who  allows  his  policy  to  lapse  may  have  the  same 
reinstated  at  any  time  within  one  year  by  giving  evidence  satisfac- 
tory to  the  company  of  good  health  and  payment  of  all  premiums 
in  arrears.  Benefits  payable  under  pohcies  issued  by  this  company 
are  exempt  by  the  lav/s  of  the  State  of  New  York  from  the  debts 
of  the  insured,  also  from  the  debts  of  the  widow.  The  Empire 
Life  Insurance  Company  is  purely  mutual.  No  stockholders. 
All  profits  accruing  year  by  year  are  accredited  to  the  policy- 
holders. 

Q.  You  say  here  it  furnishes  life  insurance  at  cost  with  a  suf- 
ficient reserve  fund  to  guarantee  the  payment  of  its  claims.  What 
is  the  sufificient  reserve  fund  to  which  you  refer?  A.  Well,  we 
estimate  that. 
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Q.  What  do  you  estimate  it?  A.  We  estimate  it  at  the  rate 
that  these  members  pay  on  these  tables  would  be  sufficient  to  carry 
the  policy. 

Q.  What  is  the  amount  of  the  fund  which  you  estimate  to  be 
sufficient?  A.  Well,  that  is  all  estimated  upon  what  we  will  get 
if  there  is  a  sufficient  amount  to  carry  the  insurance. 

Q.  What  is  the  amount  of  the  reserve  fund  which  you  say  you 
have  on  hand  which  you  deem  to  be  sufficient?  A.  We  do  not 
say  we  have  it  on  hand. 

Q.  You  do  not  mean  to  be  understood  as  having  it  on  hand? 
A.  No ;  only  the  reserve  on  emergencies. 

Q.  You  say  it  furnishes  life  insurance  at  cost  with  a  sufficient 
reserve  fund  to  guarantee  the  payment  of  it-s  claims.  Have  you 
such  a  reserve  fund?     A.  No;  that  is  the 

Q.  You  have  not  such  a  reserve  fund  ?     A.  No,  sir. 

Q.  Why  do  you  issue  a  circular  saying  you  have  one?  A.  It 
is  estimated,  assuming  we  get  sufficient  members  and  they  pay 
those  rates,  it  will  be  sufficient  to  pay  the  cost  of  insurance,  and 
leave  us  a  reserve. 

O.  Then  what  you  mean  by  sufficient  reserve  fund  is  your  esti- 
mate that  you  will  be  able  to  write  business  enough  to  supply 
moneys  to  pay  claims  ?     A.  Yes,  and  the  members  will  pay  us. 

Q.  But  your  statement  that  you  have  a  sufficient  reserve  fund 
means  that  you  hope  to  get  sufficient  members?  A.  We  have 
sufficient  reserve  fund  that  the  law  calls  for,  and  we  estimate  that 
at  the  rate  those  members  pay  it  will  be  sufficient  to  meet  those 
obligations  and  allow  sufficient  reserve  funds. 

Q.  In  other  words,  your  only  reserve  fund  that  is  sufficient  to 
meet  the  payment  of  your  claims  is  in  the  power  to  levy  assess- 
ments ?    A.  Is  in  the  membership. 

Q.  Is  in  the  membership?  A.  Is  in  the  membership.  Our  re- 
serve is  in  the  membership. 

Q.  Why  don't  you  say  it  is  in  the  rnembership.     Why  do  you 
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say  you  have  a  reserve  fund  sufficient  to  pay  your  claims?  A. 
Well,  that  is  the  way 

Q.  You  put  it  that  way  to  get  people  to  insure,  don't  you? 
A.  I  presume  so ;  yes,  sir. 

Q.  When  did  you  issue  this  circular  that  I  now  hand  you,  three 
or  four  years  ago  ?    A.  Yes. 

Q.  How  long  did  you  have  that  out  ?  A.  It  was  out  quite  some 
time. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Circulars  marked  Exhibit  No.  737.) 

(Exhibit  737  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Now,  you  say  in  this  one,  I  will  read  the  following :  "Re- 
serve or  emergency  fund.  Dividends  after  five  years.  Twenty 
per  cent,  of  the  amount  received  from  mortuary  payments  may  be 
invested  or  deposited  for  the  benefit  of  the  contributor  from 
which  reserve  or  emergency  fund  there  may  be  a  dividend  on  the 
fifth  and  on  each  year  thereafter,  estimated  to  equal  one-half  the 
mortuary  payments,"  Do  you  set  aside  twenty  per  cent,  of  the 
amount  received  from  mortuary  payments?  A.  We  did.  We 
tried  to,  but  found  we  had  to  use  part  of  them  to  meet  our  claims, 
without  levying  extra  calls. 

Q.  How  long  did  you  set  aside  twenty  per  cent,  of  the  mortuary 
paym.ents  as  a  reserve  fund?  A.  Well,  we  have  kept  on  doing  it 
at  different  times. 

Q.  How  long  did  you  do  it?    A.  Probably  two  or  three  years. 

Q.  Well,  what  years?     A.  Well,  1889,  1890  and  1891. 

Q.  Did  you  do  it  in  the  last  ten  years?     A.  No. 
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Q.  You  issued  this  specially  three  or  four  years  ago  ?    A.  Yes. 
Q.  So  when  you  issued  that  you  did  not  set  aside  twenty  per 
cent,  from  the  mortuary  fund?     A.  Well,  we  could  not  because 
the  death  claims  were  too  heavy. 

Q.  And  not  having  a  reserve  fund  you  did  not  give  dividends? 
A.  No,  sir. 

Q.  After  five  years?  A.  No,  sir;  until  we  got  $100,000  any- 
way. 

Q.  Well,  you  did  not  say  that  in  your  circulars,  did  you?  A. 
We  say  it  in  our  policy  which  we  issue. 

Q.  You  did  not  say  it  in  your  circular?  A.  I  don't  know — I 
think  there  is  something  in  the  circular,  too.  It  is  not  the  circular 
we  are  using  now.     But  still — ^(paper  handed  witness).     No,  it  is 

all  estimated.     There  is  nothing  on  that 

Q.  Nothing  that  would  give  anyone  who  is  about  to  insure  the 
idea  that  did  not  apply  until  you  got  $100,000?  A.  No,  only  in 
the  policy. 

Q.  You  say :  "Cash  surrender  values.  Fifteen  years  from  the 
date  of  the  policy  the  member  has  the  privilege,  having  given  the 
company  one  year's  previous  notice  of  his  intention  so  to  do,  of 
surrendering  his  policy  and  receiving  in  cash  his  share  of  the  re- 
serve fund  accumulations.  Thus  h«  will  undoubtedly  have  his 
insurance  for  fifteen  years  at  less  than  half  the  cost  charged  by 
level  premium  companies  and  receive  back  a  very  large  proportion 
in  cash  of  the  comparatively  small  amount  paid  out  by  him  for 
the  insurance  during  said  fifteen  years,  which  will  operate  to  still 
further  reduce  the  cost  of  insurance  he  has  had.  In  other  words, 
he  will  have  been  protected  for  fifteen  years  for  a  small  outlay, 
and  the  profit  derived  from  the  members  of  his  class  who  have  died 
or  discontinued  their  policies  will  provide  a  sum,  which,  under  the 
system  of  the  company,  will,  at  the  15th  anniversary  of  his  policy, 
if  he  desires  to  avail  himself  of  this  provision,  enable  him  to  con- 
tinue his  insurance  and  receive  back  a  large  portion  of  the  money 
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he  has  paid."  This  is  quoted  from  the  Circular  Exhibit  737.  Do 
you  pay  cash  surrender  values  ?     A.  No. 

Q.  Have  you  paid  cash  surrender  values  in  the  last  ten  years? 
A.  No. 

Q.  Have  those  provisions  I  have  read  in  the  circular  ever  been 
efifective  ?     A.  No,  sir. 

Q.  You  have  not  collected  any  profit?  A.  We  have  not  been 
in  a  position  to  carry  out  that  provision,  because  we  have  not  been 
able  to  accumlate  $100,000. 

Q.  You  knew  that  at  the  time  you  issued  the  circular?     A.  No. 

Q.  You  knew  you  did  not  have  it  ?     A.  We  did  not  know  it. 

Q.  You  did  not  have  the  money?  A.  We  had  it  until  the  fif- 
teen year  period,  and  then  we  realized  we  could  not  carry  it  out 
and  stopped  issuing  those  policies. 

Q.  When  did  the  fifteen-year  period  start?     A.  From  1889. 

Q.  To  1904?     A.  Yes,  sir. 

Q.  And  you  issued  this  in  1901  or  1902?     A.  Yes. 

Q.  Did  not  you  know  in  1901  or  1902  you  would  not  have  any 
accumulation  in  1904?  A.  No,  we  did  not  know.  We  hoped  to 
be  able  to  carry  out  the  provisions  of  the  policies. 

Q.  How  did  you  expect  to  be  able  to  carry  out  the  provisions  of 
policies  ?     A.  If  we  got  a  sufficient  amount  of  business. 

Q.  By  an  increase  of  business  ?     A.  Yes. 

Q.  What  amount  of  accumulation  did  you  have  in  1901  ?  A.  I 
don't  know,  about  fifteen  thousand  or  sixteen  thousand,  maybe;  I 
cannot  tell  you  exactly,  but  from  fifteen  thousand  to  eighteen 
thousand. 

Q.  What  did  you  do  with  it?  A.  We  used  it  to  meet  death 
losses. 

Q.  When  did  you  use  it  to  meet  death  losses  ?  A.  At  different 
times  as  the  necessity  arose. 

Q.  Since  1901  ?    A.  Yes,  sir. 

Q.  Did  you  use  any  of  it  in  1902?    A.  Yes,  sir. 
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Q.  In  1903?     A.  Yes,  sir. 

Q.  You  stil!  used  the  circular  in  those  years?    A.  Yes. 

Q.  Did  you  then  expect  that  you  would  have  an  accumulation 
sufficient  to  pay  these  amounts  in  1904  at  the  end  of  fifteen  years? 
A.  Weil,  we  had  expectations,  yes.  We  were  in  the  hopes  we 
would  do  a  larger  volume  of  business,  but  we  have  been  shut  out 
of  a  large  number  of  States,  as  all  assessment  companies  have 
been,  and  we  were  confined  to  two  States,  so  it  was  almost  im- 
possible to  do  business. 

Q.  What  States  were  you  excluded  from?  A.  We  were  ex- 
cluded from  Kentucky,  from  New  Jersey  and  from  a  number  of 
just  such  States,  and  Ohio. 

Q.  Have  you  been  examined  by  the  New  York  Department? 
A.  Yes,  sir. 

Q.  How  recently  ?     A.  I  think  1903. 

BY  THE  CHAIRMAN: 

Q.  Do  you  say  there  are  only  two  States  now  where  you  are 
allowed  to  do  business?  A.  We  are  only  doing  business  now  in 
New  York,  Pennsylvania  and  West  Virginia. 

MR.  HUGHES:  I  will  continue  to  read  from  the  circular. 
Exhibit  No.  737.    Paid-up  insurance. 

The  member  not  availing  himself  of  his  privilege  of  surrender- 
ing his  policy  and  withdrawing  his  accumulations  in  cash  as 
above  described,  a  reckoning  may  be  made  fifteen  years  from 
the  date  of  the  poHcy  of  the  amount  contributed  to  the  reserve 
fund  by  all  the  members  who  enter  the  company  the  same  year. 
The  entire  amount  apportioned  to  him  will  be  placed  to  his 
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credit  and  used  in  the  future  payment  of  premiums.  Thus,  a 
member  of  this  company  will  not  only,  undoubtedly,  have  had  his 
insurance  for  fifteen  years  for  less  than  half  the  rates  charged 
by  level  premium  companies,  but  after  fifteen  years  such  a  sum 
will  have  passed  to  his  credit,  as  will  provide  for  the  future  pay- 
ment of  his  policy  for  many  years,  or  for  his  full  expectation  of 
life. 

Q.  You  have  addressed  this  letter  to  the  Committee  under 
date  of  December  2nd,  1905.  Are  the  facts  therein  stated  true 
(handing  paper)  ?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

■     (Marked  Exhibit  No.  738.) 

Q.  This  is  the  list  of  your  payments  for  legal  expenses?  A. 
Yes,  sir. 

Q.  That  is  accurate  and  complete?    A.  Yes. 

MR.  HUGHES:  I  will  have  that  marked  for  identification. 

(^Paper  marked  Exhibit  No.  739,  for  identification.) 

Q.  Have  you  had  any  controversies  with  the  New  York  State 
Insurance  Department?    A.  Yes,  sir. 

Q.  Of  what  nature  ?    A.  On  the  question  of  the  report. 

Q.  When  was  the  last  one  you  had?  A.  I  think  it  was  in 
1903. 

Q.  What  was  the  question  at  that  time?     A.  The  question 
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was,  as  far  as  my  recollection  goes,  one  of  the  questions  was 
the  amount  of  our  reserve  and  emergency,  and  they  claimed 
we  had  got  the  right  to  have  the  gross  amount  of  the  one 
assessment  realized,  which  would  include  the  dues  and  the  ex- 
penses, and  everything,  reserve  and  emergency  funds.  And  we 
■claimed  that  it  should  be  the  net  amount  that  should  be  ap- 
plicable to  the  mortuary  fund,  which  would  be  about  seven 
thousand  dollars. 

Q.  How  was  the  matter  settled?  A.  We  had  hearings  at  dif- 
ferent times,  and  finally  they  gave  in  to  our  view,  I  believe,  be- 
-cause  they  allowed  us  to  do  that. 

Q.  Who  represented  you  in  that?  A.  Townsend  &  McClel- 
land. 

Q.  What  was  the  amount  paid?  A.  We  first  paid  two  hun- 
dred dollars,  afterward  we  paid  two  hundred  and  fifty  dollars, 
and  afterward  we  gave  another  two  hundred  and  fifty  dollars, 
seven  hundred  dollars,  I  think,  altogether. 

Q.  Did  the  Department  accede  to  your  view  that  you  should 
have  simply  a  reserve  equal  to  the  net  amount?  A.  They 
seemed  to.  We  had  no  more  trouble  regarding  that  matter. 
There  were  other  questions  that  were  involved. 

Q.  What  other  questions  were  involved?  A.  Another  ques- 
tion was  the  form  of  our  assessment  notice  that  we  sent  out. 
They  claimed  that  we  had  got  a  right  to  put  on  certain  things 
that  we  did  not  put  down. 

Q.  What  did  they  say  you  should  have  put  down?  A.  Well, 
the  law  states  we  should  have  put  down  if  a  claim  is  not  paid  in 
iull,  that  we  should  put  down  the  amount  of  the  claim  that  was 
not  paid  in  full  when  we  sent  out  the  next  assessments,  and  we 
put  it  so  that  if  we  paid  the  claim  in  full  we  did  not  have  to  put 
the  names  of  the  members  down  when  we  sent  out  the  assess- 
ment.    It  was  simply  the   construction  of  the  words  of  that 
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law  bearing  out  the  notice,  and  I  believe  our  construction  was 
right. 

Q.  What  was  the  result  of  the  consideration  of  that  matter? 
A.  Well,  that  matter  was  adjusted  so  that  we  did  not  have  any 
more  trouble.    The  Department 

Q.  Acceded  to  your  view?  A.  They  seemed  to  accede  to  our 
viev/s.    They  did  not  report  us,  any  way. 

O.  And  with  whom  in  the  Department  were  those  matters 
taken  up,  with  what  individuals?  A.  They  were  taken  up,  I  be- 
lieve, with  the  Department  in  Albany.  I  do  not  know  which. 
The  correspondence,  of  course,  was  under  the  heading  of  Mr. 
Hendricks,  the  Superintendent  of  Insurance,  and  afterward  we 
had,  I  think,  one  or  two  hearings  before  Deputy  Hunter  here  in 
New  York  City. 

Q.  Does  the  Department  exercise  any  supervision  over  the 
circulars  your  company  sends  out  ?    A.     Sometimes  they  do. 

Q.  When  have  they?  A.  I  do  not  recollect  any  time.  Some- 
times when  a  special  circular  is  drawn  to  their  attention  they 
write  to  us  relative  to  it,  and  we  reply  to  it. 

O.  Has  the  Department  called  your  attention  to  either  of 
these  circulars  which  have  been  put  in  evidence?  A.  I  do  not 
recall  that  they  have. 

Q.  Has  your  company  any  contracts  with  Mr.  Godwird?    A. 

Q.  Or  with  Godwird  &  Delano?    A.  No,  sir. 

Q.  Has  your  company  any  contract  with  any  person  in  re- 
lation to  its  expense  fund?    A.  No,  sir. 

Q.  Or  any  firm?    A.  No,  sir. 

Q.  Or  person?    A.  No,  sir. 

O.  Does  the  company  handle  its  own  expense  fund?  A.  \es, 
sir. 

Q.  And  it  pays  the  salaries  you  have  mentioned  out  of  the 
expense  fund  and  if  there  is  anything  left  over  it  keeps  it?  A. 
Yes. 
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Q.  That  is  it  has  it  available  ?    A.  Yes. 

Q.  There  is  no  contract?  A.  There  is  no  corporation  behind 
our  company;  we  run  it  ourselves — nothing  behind  it. 

Q.  All  your  provisions  in  the  circular  with  regard  to  paid-up 
policy  or  surrender  value  or  increasing  guarantee  fund  and  the 
amounts  which  will  be  returned  in  dividends  are  not  borne  out 
by  the  facts  because  you  have  not  a  sufficient  membership?  A. 
Yes,  sir,  unfortunately,  the  assessment  companies  have  had 
rather  a  hard  road  the  last  few  years.  It  has  been  impossible 
for  us  to  carry  out  those  provisions. 

Q.  Do  you  maintain  sufficient  rates?  A.  If  all  our  business 
was  on  the  rate  we  charge  at  the  present  time  and  on  the  same 
class  of  business  we  ought  to  meet  all  our  obligations  in  full. 

O.  I  show  you  a  policy  dated  June  28th,  1900,  on  the  life  of 
Edward  Sanders,  No.  13,019.  Did  your  company  issue  that 
policy  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

Policy  marked  Exhibit  No.  740  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Where  is  the  provision  in  the  policy  about  these  provi- 
sions being  subject  to  an  accumulation  of  $100,000?  A.  It 
states  subject  to  the  statutory  requirements.  The  statutory 
requirements  means  $100,000. 

Q.  That  is  what  you  mean?    A.  Yes. 

Q.  Now,  after  five  years  had  elapsed  on  that  policy,  to  wit, 
1900,  instead  of  receiving  any  benefit  the  insured  got  a  call 
for  an  extra  assessment,  didn't  he?  A.  You  mean  from  five 
years  from  June? 

Q.  Yes.     A.  He  got  an  extra  call,  yes,  sir. 

Q.  Got  an  extra  assessment?     A.  Yes. 
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Q.  There  was  nothing  to  apply  in  reduction  of  his  premiums? 
A.  No,  sir. 

Q.  No  dividends  that  he  could  have?    A.  No,  sir. 

Q.  No  reserve  fund  had  been  accumulated?    A.  No,  sir. 

Q.  And  you  needed  more  money?    A.  Yes,  sir. 

Q.  And  sent  out  an  extra  call?    A.  Yes. 

Q.  And  he  applied  to  the  Superintendent  of  Insurance — I 
■suppose  you  femember  that  case?  A.  Well,  I  don't  remember 
whether  he  did ;  he  probably  did ;  he  applied  to  a  good  many 
places — got  a  fraud  order,  and  he  suddenly  forgot  he  was  alive. 

Q.  I  will  read  letter  addressed  to  Mr.  Edwin  Sanders  by 
the  Superintendent  of  Insurance  under  date  of  May  9th,  1905. 


Letter  marked  in   evidence   Exhibit  741    and   read  by  Mr. 
Hughes. 


MR.  HUGHES :  I  also  offer  in  evidence  letter  of  the  Insur- 
ance Superintendent  to  Mr.  Sanders  under  date  of  May  12th, 
1905. 


Letter  marked  Exhibit  742  and  read  in  evidence  by  Mr- 
Hughes. 


MR.  HUGHES:  I  will  also  offer  in  evidence  letter  of  the 
Superintendent  of  Insurance  to  Mr.  Edward  Sanders,  dated 
June  9th,  1905. 

Letter  marked  Exhibit  743  and  read  in  evidence  by  Mr. 
Hughes. 
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Q.  Do  you  recall  the  case  of  Alonzo  B.  Smith  holding-  a  policy 
of  $2,000  in  your  company,  who  died  last  January?  A.  I  don't 
recollect  the  case ;  I  recollect  the  name. 

MR.  HUGHES:  I  will  read  this  letter  which  has  been  ad- 
dressed to  a  member  of  the  Committee : 

"GORHAM  MFG.  CO., 

"Silversmiths  and  Goldsmiths. 

"New  York,  Dec.  7,  1905. 

"Hon.  William  J.  TuUy,  care  of  Hotel  Seville,  Madison  Avenue 
and  Twenty-ninth  Street,  City. 

"Dear  Sir : — I  would  like  to  present  for  your  consideration  as 
a  member  of  the  Armstrong  Investigating  Committee  the  conduct 
of  the  Empire  Life  Insurance  Company  with  respect  to  a  policy 
for  $2,000  on  the  life  of  my  father,  the  late  Alonzo  B.  Smith. 
The  facts  of  the  case  are  as  follows : 

"My  father  died  on  January  8th,  at  the  age  of  74  years.  Proofs 
of  death  in  due  form  were  filed  with  the  company  within  a  week 
thereafter,  and  their  receipt  acknowledged  on  January  17th,  as  per 
their  letter  enclosed  herewith.  The  ninety  days  allowed  the  com- 
pany by  its  policy  to  investigate  and  provide  for  payment  of  the 
claim  expired  on  the  17th  of  April.  Subsequent  to  that  date  I 
called  at  their  office  a  number  of  times  without  receiving  any  satis- 
faction other  than  the  matter  was  having  attention,  and  would 
be  attended  to  as  soon  as  possible. 

"Under  date  of  April  22d  the  company  wrote  a  letter  to  my 
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mother,  stating  that  'the  matter  would  be  disposed  of  some  time 
next  month.'     I  enclose  the  letter  herewith. 

"Failing  to  receive  any  satisfaction  from  the  company,  we  noti- 
fied Hon.  Francis  Hendricks,  Superintendent  of  Insurance,  re- 
garding the  matter,  and  wrote  him  a  letter,  copy  of  which  I  en- 
close. On  the  23d  of  May  the  Empire  Life  Insurance  Company 
wrote  my  mother  a  letter  which  was  referred  to  in  our  letter  to 
the  Insurance  Department,  stating  that  'according  to  the  proofs 
of  loss  Mr.  Smith's  health  first  began  to  be  affected  fifteen  years 
ago,  which  was  prior  to  his  application  to  this  company,  which 
fact  is  denied  in  said  application.'  They  also  stated  that  upon  in- 
vestigation they  found  he  had  suffered  with  Heart  Disease,  Bron- 
chitis, Asthma  and  several  other  ailments,  all  of  which  was  untrue 
with  the  exception  of  Asthma,  from  which  he  suffered  for  say 
ten  years. 

"When  making  out  the  proofs  of  loss  my  mother  was  so  consci- 
entious in  answering  the  many  questions,  and  through  an  endeavor 
to  be  as  explicit  as  possible  in  answering  the  question  when  my 
father's  health  first  began  to  be  affected,  may  have  put  down  the 
term  of  fifteen  years,  but  while  he  died  of  heart  disease  he  never 
had  any  heart  trouble  all  his  life,  nor  was  he  affected  with  bron- 
chitis, all  of  which  can  be  substantiated  by  our  family  physician. 

"At  the  time  of  communicating  with  the  Insurance  Department 
we  placed  our  claim  in  the  hands  of  counsel,  who  upon  the  abso- 
lute refusal  of  the  company  to  pay  the  claim  or  adjust  it  served 
notice  for  suit.  However,  our  counsel  succeeded  in  making  a 
settlement  on  July  20th  of  this  claim,  and  we  agreed  to  take  in 
lieu  of  any  better  settlement  five  drafts  for  $250  each,  making 
$1,250  in  all  at  five,  fifteen,  twenty-five,  thirty  and'  forty  days 
from  sight. 

"The  first  two  were  paid,  the  last  three  were  defaulted,  but 
were  finally  paid  through  the  efforts  of  counsel. 

"Our  complaint  and  the  matter  to  which  we  take  exception  is 
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this :  That  if  we  were  entitled  to  anything  we  were  entitled  to  all. 
If  the  claim  was  not  a  just  one  the  company  was  not  liable  for  any 
amount,  and  the  statement  that  my  father's  health  was  affected 
fifteen  years  ago,  which  was  'prior  to  his  application  to  this  com- 
pany' is  false.  Not  only  regarding  the  matter  of  health,  but  also 
regarding  the  time  mentioned^  inasmuch  as  the  Empire  Life  In- 
surance Company  has  only  been  known  as  such  since  1895 ;  prior 
to  that  time,  and  for  a  number  of  years,  it  was  known  as  the 
Home  Benefit  Society  of  New  York,  and  prior  to  that  time  was 
known  as  the  Dry  Goods  Mutual  Benefit  Association,  which  time 
my  father  joined  about  1875,  taking  out  a  policy  for  $1,000.  The 
policy  was  changed  for  one  for  $2,000  when  the  company  was  suc- 
ceeded by  the  Home  Benefit  Society  of  New  York;  therefore,  his 
application  was  made  not  fifteen  years  ago,  but  about  thirty  years 
ago.     The  number  of  the  policy  is  6,190. 

"It  is  unfortunate  that  after  a  company  is  willing  to  accept 
premiums  for  a  term  extending  over  thirty  years  that  they  should 
be  permitted  to  contest  a  claim  as  just  as  ours. 

"Yours  very  truly, 

"LESTER  B.  SMITH. 
"Ends." 

Q.  Are  the  facts  stated  in  the  letter  true,  and  if  they  are  not 
true,  in  what  respects  are  they  untrue  ?  A.  They  are  untrue.  In 
the  first  place  the  Dry  Goods  Association  was  an  entirely  different 
concern.     We  simply  transferred  some  of  the  business. 

Q.  Did  you  take  over  the  business?  A.  Some  of  it,  under  a 
warranty  as  to  the  party's  condition,  and  we  found  that  was  false 
and  untrue. 
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Q.  What  was  the  date  you  took  it  over?  A.  In  the  neighbor- 
hood of  1891  or  1892,  as  far  as  my  recollection  goes. 

Q.  Under  what  warranty?  A.  Under  a  transfer  warranty, 
where  they  were  warranted  in  good  health  five  years  prior  to  the 
application. 

Q.  That  would  make  it  back  to  1887?  A.  That  would  carry 
it  back. 

Q.  You  received  the  premiums  continually  during  that  time? 
A.  Not  from  1887,  from  the  time  they  transferred — from  the 
time  they  signed  the  warranty  as  to  their  physical  condition,  and 
we  took  them  then  without  re-examination. 

Q.  What  was  the  face  of  this  policy — two  thousand  dollars? 
A.  I  presume  so. 

Q.  Why  were  you  willing  to  pay  twelve  hundred  and  fifty  dol- 
lars ?    A.  We  were  not  willing  to  pay  it,  but  we  bought  our  peace. 

Q.  Why  didn't  you  pay  the  notes  when  they  became  due?  A. 
That  I  don't  know  at  this  time — I  cannot  tell  as  far  as  that.  My 
impression  is  that  they  were  paid  at  that  time.  On  settling  a  case 
of  that  kind  we  generally  pay  out  of  the  surplus. 

Q.  What  is  the  surplus  ?  A.  Money  that  has  not  been  allotted 
to  meet  the  claims  already  accrued  and  that  have  been  approved. 
When  we  make  a  settlement  it  is  a  different  thing. 

Q.  What  was  the  total  amount  of  your  death  claims  in  1904? 
A.  I  think  about  seventy  thousand  dollars — sixty  or  seventy  thou- 
sand dollars. 

Q.  That  was  the  total  amount  paid  or  put  in?  A.  Total 
amount  put  in,  I  think. 

Q.  Now,  what  amount  did  you  pay  during  1904?  A.  About 
sixty  thousand  dollars,  I  think,  something  of  that  kind. 

O.  Didn't  you  have  forty-five  thousand  outstanding  at  the  end 
of  the  year?  A.  Yes,  some  had  been  carried  on  from  the  year 
prior. 

Q.  That  were  contested  ?    A.  Yes,  and  some  had  not  been  due 
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— were  not  due.  We  might  be  unfortunate,  for  instance,  in  the 
month  of  December  we  might  get  a  notice  of  perhaps  five  or 
six  deaths,  each  five  thousand  dollars. 

Q.  What  proportion  of  your  claims  that  have  arisen  this  year 
have  you  contested?  A.  Oh,  about  ten  per  cent.,  something  in 
that  neighborhood.  We  don't  contest  any  of  them  unless  there  is- 
some  reason  for  it. 

Q.  What  is  the  time  within  which  you  ordinarily  pay  a  claim?' 
A.  Within  ninety  days  after  the  claim  has  been  approved. 

Q.  How  long  after  it  has  been  approved — I  mean  how  long  is 
it  before  it  is  approved  after  you  received  it?  A.  From  the  time 
we  get -the  completed  proof,  if  everything  is  all  right  we  approve 
it  right  away. 

Q.  Do  you,  as  a  matter  of  fact?  A.  Decidedly,  unless  there  is 
some  reason  we  cannot  approve  it. 

Q.  Isn't  it  a  fact  that  you  take  two  months  to  approve  it?  A. 
Oh,  no.  Sometimes  it  may  be  necessary  because  we  have  to  make 
some  investigation  that  takes  some  little  time. 

Q.  It  takes  some  little  time  to  get  in  the  money?  A.  It  takes 
over  two  months  to  get  in  the  money. 

Q.  And  the  period  which  ordinarily  elapses  between  the  time  of 
the  loss  and  the  time  of  the  payment  is  how  long  ?  A.  Well,  gen- 
erally ninety  days,  sometimes  it  takes  a  little  less,  sometimes  a 
little  more. 

Q.  Sometimes  it  takes  four  or  five  months  ?  A.  It  might,  pro- 
vided the  claim  had  not  been  approved. 

Q.  Why  do  you  settle  the  claims  in  notes?  A.  Simply  be- 
cause our  money  comes  in  in  small  amounts,  and  we  have  to  de- 
pend as  the  money  comes  in  to  pay  it  out. 

Q.  You  have  no  means  except  from  the  money A.  That 

comes  in  from  the  assessments. 
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HENRY  P.  TOWNSLEY,  called  as  a  witness,  being  duiy 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  You  are  President  of  the  Life  Association  of  America?  A. 
I  am. 

Q.  How  long  have  you  been  President  of  that  company?  A. 
Since  August  7,  1903. 

Q.  How  long  have  you  been  in  the  insurance  business?  A. 
About  twenty-five  years. 

Q.  With  what  companies  have  you  been  connected  ?  A.  I  have 
been  connected  with  most  of  the  good  companies — the  Mutual 
Life,  New  York  Life,  Northwestern. 

Q.  Have  you  been  an  officer  of  any  companies  ?  A.  No,  sir,  ex- 
cept this  one. 

Q.  Were  you  ever  connected  with  the  Bankers'  Life  Associa- 
tion?    A.  Yes,  sir,  I  was  general  manager. 

Q.  During  what  period?  A.  From  July  20,  1893,  to  March 
23,  or  about  that  date,  1897. 

Q.  Were  you  ever  general  manager  of  any  other  insurance  com- 
pany or  society?  A.  Yes,  sir,  I  was  manager  of  a  company  at 
Chicago. 

Q.  What  was  the  name  of  the  company?  A.  Chicago  Mutual 
Life  Association. 

Q.  How  long  were  you  connected  with  that  company?  A. 
About  four  years. 

Q.  What  years  were  they?    A.  About  1884  to  1888. 

Q.  When  was  the  Life  Association  of  America  incorporated? 
A.  August  7,  1903. 

Q.  Under  what  law  was  it  incorporated?  A.  Under  the  regu- 
lar insurance  law.  Article  2,  I  believe,  of  the  Insurance  Law. 
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Q.  Incorporated  as  a  stock  company?  A.  Capital  stock  com- 
pany, yes,  sir. 

Q.  What  was  the  amount  of  its  capital  stock?  A.  Two  hun- 
dred thousand  dollars. 

Q.  Had  the  company  been  in  business  previously — that  is,  had 
there  been  any  business  precedent  to  the  formal  organization  of 
the  company?  A.  I  suppose  I  might  as  well  explain  that;  I  see 
what  the  trouble  is.  We  organized  a  company  under  the  assess- 
ment law  by  the  same  name,  in  1901,  and  while  we  were  selling 
insurance  there  we  sold  stock  to  those  policyholders  in  the  stock 
company. 

Q.  In  brief,  the  scheme  was  through  an  assessment  company  to 
accumulate  a  fund  which  would  pay  up  the  capital  stock  and  then 
convert  the  organization  into  a  stock  organization  with  an  existing 
body  of  policyholders  who  were  also  owners  of  stock?  A.  Well, 
yes,  I  presume  you  might  put  it  that  way. 

Q.  When  did  you  start  the  assessment  company  known  as  the 
Life  Association  of  America?     A.  March  20.  1901. 

Q.  That  was  regularly  incorporated?     A.  Yes,  sir. 

Q.  And  did  business  under  Article  6  of  the  Insurance  Law? 
A.  Yes,  sir. 

Q.  Now,  what  was  the  plan  by  which  you  arranged  or  agreed 
to  give  any  shares  of  stock  by  the  corporation  to  be  organized 
subsequently  as  a  stock  company?  A.  We  offered  the  policy- 
holders in  the  mutual  company  the  privilege  of  buying  stock  in 
the  stock  company,  one  share  of  stock  for  each  one  thousand 
dollars  of  insurance  carried  by  them. 

Q.  What  sort  of  an  agreement  did  the  policyholder  in  the  as- 
sessment company  have  with  reference  to  his  subscription  for 
stock?  A.  Yes,  he  had  an  agreement — he  had  a  sort  of  stock 
option  agreement — I  forget  just  the  terms  of  it,  whereby  he  de- 
posited his  money  in  the  North  American  Trust  Company,  and 
got  a  receipt  for  it.     After  the  organization  of  the  company  the 


533J 


Testimony  of  Henry  P.  Toinnsley 

certificate  was  to  be  exchanged  for  a  regular  stock  certificate, 
which  was  done. 

Q.  He  got  a  certificate  of  deposit  or  receipt?  A.  Something 
of  that  sort. 

Q.  Calling  for  a  share  of  stock  in  exchange  for  the  receipt? 
A.  Yes,  sir. 

Q.  And  this  certificate  stated  the  amount  which  had  been  de- 
posited?   A.  Yes,  sir. 

Q.  And  those  deposits  were  held  or  to  be  held  by  the  North 
American  as  a  separate  fund?     A.  Yes,  sir. 

Q.  And  to  be  turned  over  to  the  company  when  they  received 
the  certificates  of  stock  which  were  to  be  issued  by  them  in  ex- 
change for  the  receipts?     A.  That  is  right. 

O.  Now,  what  amount  was  deposited  with  the  North  American 
Trust  Company  under  that  plan?  A.  Well,  as  I  remember  it, 
$268,000. 

Q.  Was  the  stock  subscribed  for  by  the  poHcyholders  at  par? 
A.  Part  of  it  was. 

Q.  Was  any  part  of  it  subscribed  at  an  increased  rate?  A. 
Yes,  sir. 

Q.  Originally  was  not  all  the  stock  subscribed  for  at  par?  A. 
No,  sir. 

Q:  Did  you  subscribe  for  any  part  of  the  stock?    A.  Yes,  sir. 

O.  Alone  or  with  others?    A.  Both. 

Q.  What  a;mount  did  you  subscribe  for  either  way?  A.  Well, 
I  should  say  about  four  thousand  shares. 

Q.  Three  thousand  nine  hundred  and  sixty  shares?  A.  That 
is  right. 

Q.  Who  was  associated  with  you  in  that  subscription  or  pur- 
chase?    A.  Mr.  Van  Schaick. 

Q.  Mr.  Eugene  Van  Schaick?     A.  Yes. 

Q.  Is  he  connected  with  the  Life  Association  of  America?  A. 
General  counsel. 
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Q.  And  he  was  general  counsel  of  the  assessment  company  that 
preceded  the  present  organization?    A.  He  was. 

Q.  What  amount  of  money  did  you  and  Mr.  Van  Schaick  pay 
in  in  order  to  make  good  that  subscription — that  is,  pay  into  the 
North  American  Trust  Company?  A.  As  I  remember  it  it  was 
about  one  hundred  and  twenty  thousand  dollars— thirty  dollars  a 
share  for  3,960  shares. 

Q.  What  was  the  date  of  that  subscription?  A.  About  June 
1st. 

Q.  Of  what  year?    A.  1903. 

Q.  Was  the  hundred  and  twenty  thousand  dollars  supplied  at 
that  time?    A.  Well,  at  that  time  and  before  August  7th. 

Q.  1903?    A.  1903. 

Q.  Did  the  Life  Association  of  America,  directly  or  indirectly, 
supply  any  of  the  moneys  put  up  by  you  and  Mr.  Van  Schaick? 
A.  No,  sir. 

Q.  Did  you  obtain  any  loans  upon  the  stock  of  the  Life  As- 
sociation as  collaterals  for  that  purpose  ?    A.  Yes,  sir. 

Q.  From  whom?     A.  Gansevoort  Bank. 

Q.  Was  that  the  bank  where  the  moneys  of  the  Life  Associa- 
tion of  America  were  deposited?  A.  We  deposited  the  moneys 
there. 

Q.  And  when  did  you  begin  to  deposit  money  there?  A. 
About  the  date  of  the  organization  of  the  company. 

Q.  What  moneys  did  you  deposit  there  ?  A.  The  money  that 
belonged  to  the  company,  I  think,  and  the  money  that  was  de- 
rived from  the  sale  of  the  stock. 

Q.  Will  you  explain  what  the  moneys  were  that  went  to  the 
North  American  Trust  Company,  and  what  the  moneys  were 
that  went  to  the  Gansevoort  Bank?  A.  The  money  that  was  in 
the  North  American  Trust  Company  afterward  went  to  the 
Gansevoort  Bank. 

Q.  So  that  the  moneys  that  had  been  deposited  in  the  North 
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American  Trust  Company  originally  did  not  embrace  the 
moneys  which  you  and  Mr.  Van  Schaick  advanced  in  your  sub- 
scription— they  were  independent  of  those?  A.  I  don't  under- 
stand you. 

Q.  Did  the  moneys  which  you  and  Mr.  Van  Schaick  paid  in  on 
account  of  your  subscription  for  3,960  shares  become  part  of 
the  funds  held  by  the  North  American  Trust  Company,  and  were 
they  subsequently  paid  to  the  Gansevoort  Bank?  A.  I  think 
some  of  it  was  and  some  of  it  was  paid  to  the  Gansevoort  Bank. 

Q.  The  fact  is,  is  it  not,  that  you  turned  over  the  moneys  from 
the  North  American  Trust  Company  to  the  Gansevoort  Bank  in 
July,  1903?  A.  Well,  some  of  it,  if  not  all;  I  don't  remember 
the  date. 

O.  You  deposited  with  the  Gansevoort  Bank  in  July,  1903, 
some  two  hundred  and  two  thousand  dollars?  A.  When  we  de- 
posited a  great  deal  of  money  we  took  that  out  of  the  North 
American  Trust. 

Q.  You  remember  drawing  on  the  North  American  Trust 
Company  in  favor  of  the  Gansevoort  Bank,  or  in  favor  of  your- 
self, and  endorsing  it  to  the  bank  on  July  14,  $114,000,  and  on 
July  20,  $100,000?  A.  If  you  have  the  figures  correct,  that  is 
true.    I  don't  remember  that  date  absolutely. 

Q.  Your  recollection  is  not  at  variance  with  that?  A.  No,  I 
should  say  that  -was  correct. 

Q.  Was  it  after  that  time  the  Gansevoort  Bank  made  a  loan 
to  yourself  and  Mr.  Van  Schaick?  A.  It  occurs  to  me  it  was 
about  that  time,  may  be  subsequently. 

Q.  Didn't  it  make  a  loan  to  the  company?    A.  No,  sir. 

Q.  The  loan  was  to  yourself  individually?    A.  Individually. 

Q.  In  what  amount?    A.  $66,000. 

Q.  That  amount  was  deposited  to  the  credit  of  the  company? 
A.  It  was. 
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Q.  And  that  stood  as  part  of  the  moneys  which  you  and  Mr. 
Van  Schaick  were  to  pay  for  the  stock?    A.  It  was. 

Q.  What  was  the  collateral  for  that  loan?  A.  Stock  of  the 
company. 

Q.  The  3,960  shares?    A.  Most  of  it. 

Q.  That  was  followed  by  another  loan  from  the  Gansevoort 
Bank  to  you  and  Mr.  Van  Schaick  ?    A.  I  think  so. 

Q.  For  what  amount?    A.  Twenty-five  thousand  dollars. 

Q.  And  what  was  the  purpose  of  that  loan?  A.  Well,  that 
was  a  part  of  the  original  loan. 

Q.  That  is,  the  entire  loan  was  eighty-one  thousand  dollars? 
A.  No,  a  part  of  the  loan  was  paid  ofif,  and  then  that  much  of  it 
was  renewed.     It  was  not  over  sixty-six  thousand  dollars. 

Q.  Have  you  your  checkbook  with  the  Gansevoort  Bank?  A. 
I  have. 

Q.  Will  you  produce  it,  please  ? 

(Book  produced.) 

This  you  now  show  me  is  the  checkbook  of  the  Life  Asso- 
ciation of  America  with  the  Gansevoort  Bank?    A.  It  is,  sir. 

Q.  It  shows  the  account  of  the  society  with  the  bank  from  a 
date  prior  to  the  incorporation  of  the  stock  company,  and  for  a 
period  through  the  existence  of  the  assessment  company?  A. 
Well,  I  should  say  so,  yes. 

(Checkbook  marked  Exhibit  No.  744  for  identification.) 

Q.  I  find  in  this  book,  under  date  of  July  14th,  1903,  the  en- 
try of  a  deposit  of  a  hundred  thousand  dollars.  That  was  from 
the  North  American  Trust  Company?    A.  Yes,  sir. 

Q.  And  under  date  of  July  20th,  1903,  an  entry  of  another 
hundred  thousand  dollars;  that  was  from  the  North  American 
Trust  Company?    A.  That  is  right. 

Q.  Under  date  of  July  22,  1893,  $2,749.14.  That  is  from  the 
North  American?    A.  I  suppose  so. 

Q.  And  then  follows  the  loan,  sixty-six  thousand  dollars.    A. 
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That  was  a  loan  we  made  and  deposited  with  the  Gansevoort 
Bank. 

Q.  Was  that  in  the  form  of  a  check  to  your  order?    A.  It  was. 

Q.  And  deposited  to  the  order  and  credit  of  the  company? 
A.  It  was. 

Q.  The  shares,  I  think  you  have  stated,  were  twenty-dollar 
shares,  and  the  total  was  ten  thousand  shares?   A.  Yes,  sir. 

Q.  Now,  following  that  in  1903,  in  August,  1903,  the  stock 
company  was  organized  ?    A.  Yes,  sir. 

Q.  And  at  that  time  there  was  paid  over  to  the  Comptroller 
of  the  City  of  New  York  $103,000?  A.  That  was  for  New  York 
City  bonds. 

Q.  And  those  bonds  were  used  for  what  purpose?  A.  De- 
posit in  Albany,  to  be  deposited  with  the  Insurance  Department 
in  Albany. 

Q.  That  was  on  the  organization  of  the  stock  company.  Then 
you  proceeded  in  business  as  a  stock  company,  which  you  have 
continued  up  to  the  present  time?    A.  Yes,  sir. 

Q.  Now,  have  you  at  any  time  obtained  a  loan  upon  securities 
furnished  by  the  company  in  whole  or  in  part  ?    A.  No,  sir. 

Q.  Did  you  in  April,  1904,  obtain  a  loan  from  the  Citizens' 
Trust  Company  of  Paterson?    A.  Yes,  sir. 

Q.  To  whom  was  that  loan  made?  A.  Myself  and  Mr.  Van 
Schaick. 

Q.  For  what  amount?    A.  Ten  thousand  dollars. 

Q.  On  what  as  collateral?  A.  Five  hundred  shares  of  stock 
of  the  Life  Association  of  America. 

Q.  You  are  reported  as  having  said  at  one  time  in  1903, 
"when  this  company  was  organized,  Mr.  Van  Schaick  and  my- 
self underwrote  3,960  shares  of  the  stock  at  thirty  dollars,  the 
par  value  being  twenty  dollars.  By  taking  the  stock  at  this  fig- 
ure we  really  placed  $39,600  in  the  treasury  of  the  company. 
When  the  time  for  settlement  came  we  were  short  $52,000.    We 
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tried  to  negotiate  for  a  loan  of  this  amount  with  a  dozen  or 
more  banks  and  financial  institutions,  but  were  unable  to  do  so. 
Then  we  went  to  the  Board  of  Directors  and  asked  them  to  let 
us  have  this  sum  of  money.  They  could  not  lend  it  to  us,  so 
they  gave  it  to  us,  we,  of  course,  intending  and  being  expected 
to  return  it.  We  did  return  all  but  ten  thousand  dollars  of  the 
amount  out  of  our  own  funds.  Lacking  ten  thousand  dollars, 
we  applied  to  a  trust  company  for  a  loan.  They  would  give  it 
to  us  only  on  condition."  That  is  substantially  correct?  A. 
Some  part  of  it  is  correct,  and  part  of  it  is  not. 

Q.  Just  make  a  statement  which  will  cover  it  and  explain  it, 
and  correct  it  so  far  as  it  needs  correction.  A.  We  borrowed 
$66,000  from  the  Gansevoort  Bank  and  paid  it  into  the  company, 
and  we  afterward  went  before  the  Board  of  Directors  and  they 
voted  us  fifty  thousand  dollars  for  services. 

Q.  When  was  that  vote  made  ?  A.  I  should  say  in  the  spring 
of  1904  some  time. 

Q.  Prior  to  that  had  there  been  a  resolution  passed  by  the 
assessment  company  relative  to  compensation?    A.  There  had. 

Q.  Is  this  a  copy  of  it  that  I  now  show  you?  A.  I  should  say 
that  was  a  copy. 

MR.  HUGHES:  I  offer  it  in  evidence. 


Paper  marked  Exhibit  No.  745,  and  read  in  evidence  by  Mr. 
Hughes. 


Q.  Now,  it  was  under  that  resolution  that  the  compensation 
in  1903  was  fixed  at  fifty  thousand  dollars?    A.  That  is  right. 

Q.  And  is  that  the  resolution  under  which  the  fifty  thousand 
dollars  was  paid  to  Mr.  Van  Schaick  and  yourself  (showing  wit- 
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ness  paper)?    A.  I  should  say  that  was  a  copy  of  it.    It  reads 
like  it. 

Resolution  marked  Exhibit  No.  746,  and  read  in  evidence  by 
Mr.  Hughes. 

Q.  Now,  will  you  identify  in  your  checkbook  the  checks  which 
paid  the  fifty  thousand  dollars  ?    A.  I  cannot  do  it. 

Q.  I  find  here  a  check  under  date  of  March  4,  1904,  to  your- 
self for  fourteen  thousand  dollars.  Was  that  part  of  it?  A.  It 
might  have  been;  I  don't  know. 

Q.  It  was  not  for  anything  else?  A.  I  could  not  imagine 
anything  else,  no  sir. 

Q.  I  find  under  date  of  March  21,  1904,  Townsley  &  Van 
Nest,  $9,560.40;  was  that  a  part  of  it?  A.  I  should  say  it  was 
part  of  it.  I  would  not  swear  to  it,  because  I  don't  know.  I 
know  we  got  the  fifty  thousand  dollars,  but  I  do  not  know  what 
checks  paid  it  to  us. 

Q.  I  find  under  date  of  March  4th,  1904,  a  payment  to  the 
Gansevoort  Bank  of  $51,836,  apparently  by  the  check  of  the 
company,  what  was  that  for  ?  A.  When  we  borrowed  the  $66,000 
from  the  Gansevoort  Bank  we  agreed  with  the. bank  to  keep  a 
certain  amount  of  money  on  deposit. 

Q.  That  is  when  you  and  Mr.  Van  Schaick  borrowed  $66,000 
you  agreed  with  the  company  to  keep  a  certain  amount  of 
money  on  deposit?  A.  That  is  a  guarantee  of  the — they  had 
a  check  of  our  company  equal  to  the  amount  of  our  loan. 

Q.  $66,000?  A.  Originally.  Afterward  it  was  reduced  to 
$51,000  and  they  afterward  took  their  check  and  violated  their 
agreement,  and  paid  off  that  loan.  Then  we  paid  the  money 
immediately  back  into  the  company. 

Q.  So  as  I  understand  it  you  and  Mr.  Van  Schaick  to  get  this 
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loan  for  yourselves  in  order  to  enable  you  to  acquire  the  3,960 
shares,  deposited  the  shares  themselves  as  collateral  with  the 
Gansevoort  Bank  and  in  addition  •  to  ^:hat  collateral  the  bank 
had  a  check  from  the  Life  Association  of  America  for  an  amount 
equal  to  the  loan?  A.  You  state  some  of  the  facts  right,  but 
you  don't  state  the  reason  of  it. 

Q.  I  want  to  get  the  facts  first.  A.  The  fact  is  that  we  de- 
posited our  stock  as  security  for  the  loan  and  we  agreed  with 
the  bank  not  to  draw  that  money  down  up  to  a  certain  amount, 
and  as  a  guarantee  to  that  agreement  we  left  in  the  hands  of  the 
President  a  check  so  that  if  we  attempted  to  draw  the  money 
he  could  interpose  that  check.  Now  you  say  for  the  reason  that 
we  might  get  3,900  shares  of  the  stock.  That  was  not  the  rea- 
son. The  reason  for  it  was  that  we  had  been  informed  by  the 
Department  that  if  we  incorporated  this  company  within  two 
years  from  the  date  of  the  original  certificate,  which  was  August 
22d,  I  believe,  we  would  forfeit  the  right  to  organize  under 
that.  We  had  sold  a  great  deal  of  stock  and  we  approached 
nearly  the  date.  The  highest  price  at  which  we  had  sold  the 
stock  was  $30.00  a  share.  Now,  it  was  up  to  us,  being  left  to 
complete  this  organization  with  that  stock,  to  subscribe  for  the 
stock.  We  had  a  right  to  subscribe  for  the  stock  at  par  but 
we  did  not  think  we  had  the  moral  right  to  do  it,  because  we  had 
sold  some  of  the  stock  as  high  as- $30  a  share;  so  we  subscribed 
for  the  stock  and  paid  50  per  cent,  additional  on  the  stock,  and  in 
order  to  do  that  and  pay  that  $39,600  into  the  company  as  a 
surplus,  we  had  to  borrow  $66,000. 

Q.  Now  you  were  referring  to  the  summer  of  1903?  A.  Ex- 
actly. 

Q.  But  before  the  bank  would  let  you  and  Mr.  Van  Schaick 
have  the  money  they  insisted  on  having  a  check  of  the  company 
for  an  amount  equal  to  the  loan?  A.  In  order  to  guarantee  us 
to  leave  the  money  in  their  bank  while  we  carried  our  loan;  and 
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we  reduced  that  deposit  in  the  bank  in  proportion  as  we  reduced 
the  loan  to  ourselves. 

Q.  So  in  fact  the  bank  would  not  loan  the  money  to  you  and 
Mr.  Van  Schaick  unless  it  held  the  funds  of  the  company  against 
it?     A.  No,  not  against  it. 

Q.  Held  the  funds  of  the  company  in.  such  a  way  that  it  could 
resort  to  them  if  it  became  necessary.  A.  They  did  resort  to 
it,  although  it  was  not  according  to  our  agreement. 

Q.  Now,  where  is  the  entry  or  the  stub  of  the  check  to  the 
Gansevoort  Bank  for  the  amount  of  the  loan?    A.  $66,000? 

Q.  Yes.  A.  I  don't  know.  The  Gansevoort  Bank  drew  the 
check.    But  did  not  keep  their  stub  book. 

Q.  Didn't  the  Life  Association  of  America  give  the  Ganse- 
voort Bank  a  check  to  hold?    A.  Yes. 

Q.  Where  is  the  stub  of  that  check?  A.  I  guess  it  is  there — 
there  it  is,  that  $51,000. 

Q.  That  $51,000  is  the  amount  as  it  stood  reduced  March  4th, 
1904?    A.  Exactly. 

Q.  When  you  made  the  original  loan  it  was  at  what  time?  A. 
It  was  in  1903. 

Q.  Now,  where  is  the  stub  of  that  check?  A.  I  don't  know 
anything  about  that. 

Q.  It  is  not  there,  is  it  ?    A.  No,  sir,  it  is  not. 

Q.  Did  you  have  any  other  bank  account  with  the  Gansevoort 
Bank  other  than  shown  by  this  book?    A.  Not  that  I  know  of. 

Q.  Did  you  draw  a  check  for  that  $66,000?  A.  I  don't  know. 
I  assume  I  did,  because  that  is  there — I  presume  so. 

Q.  Because  the  $51,000  is  there?    A.  Yes,  sir. 

Q.  But  you  do  not  find  any  record  in  your  check  book  relat- 
ing to  it?    A.  No,  sir. 

MR.  HUGHES:  Is  there  any  other  record? 

MR.  VAN  SCHAICK:  I  don't  know,  sir. 

Q.  Now  what  leads  you  to  make  a  statement  in  regard  to 
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the  Gansevoort  Bank  holding  the  check  is  the  fact  that  on  date 
March  4,  1904,  you  find  a  check  to  the  order  of  the  Gansevoort 
Bank  for  $51,836?  A.  No,  they  had  that  check  for  some  time;  I 
don't  know  when  it  was  dated. 

Q.  There  is  a  stub?    A.  $66,000  stub? 

Q.  That  is  the  first  stub  of  a  check  given  to  order  ?    A.  Then 
it  may  be  the  first  one  we  gave ;  I  don't  know. 

O.  Whether  it  was  the  first  one  or  not  it  was  a  check  given 
to  the  Gansevoort  Bank  to  enable  them  to  hold  that  amount  of 
the  company  in  case  you  and  Mr.  Van  Schaick  did  not  pay  that 
balance  of  that  loan?  A.  That  was  not  the  condition.  The  con- 
dition was  that  we  were  to  leave  that  there  until  we  did  pay  it. 
Q.  And  that  if  they  did  not  leave  it  there  they  could — —  A. 
They  could  interpose  that  check  when  we  attempted  to  draw 
the  company's  funds  out.  In  the  meantime  they  paid  us  three 
per  cent,  interest  on  the  money,  as  much  as  any  other  bank  in 
the-  city  would  pay. 

Q.  Did  they  apply  that  to  the  payment  of  the  loan?  A.  They 
did  eventually. 

O.  At  what  time?  A.  The  date  of  that  check  or  sometime 
after  that. 

O.  You  mean  they  appHed  the  check  to  the  payment  of  the 
loan  as  soon  as  they  could?  A.  No,  I  don't  think  so;  it  was 
within  a  short  time  afterward;  it 'was  not  a  very  long  time  after 
that  time;  I  don't  know  just  when. 

Q.  Wasn't  that  check  $51,836,  the  check  paid  to  the  Ganse- 
voort Bank,  the  balance  of  the  loan  ?  A.  That  is  what  they  used 
it  for. 

Q.  Used  it  immediately  ?  A.  They  may  have  used  it  immed- 
iately; I  don't  know;  possibly. 

Q.  Now,  you  say  you  paid  the  money  back  to  the  company? 
A.  Yes. 

O.  You  and  Mr.  Van  Schaick?    A.  Yes. 
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Q.  Will  you  show  me  any  entry  please  of  the  receipt  of  the 
moneys  by  the  company?  A.  Well,  I  don't  know  that  I  can  by 
these  things. 

Q.  When  did  you  pay  it  back?  A.  My  recollection  is  we  paid 
it  back  on  the  29th  of  March  of  this  year. 

Q.  1905?    A.  Yes. 

Q.  That  was  under  an  order  of  the  State  Insurance  Depart- 
ment, wasn't — I  am  now  talking  about  the  $51,000?  A.  We 
paid  that  back  immediately. 

Q.  Now,  you  are  referring  when  you  say  you  paid  it  back 
immediately  to  the  amount  which  was  paid  out  of  the  company's 
funds  by  this  check  of  $51,836  dated  March  4,  1904,  to  the 
Gansevoort  Bank?    A.  Yes,  sir. 

Q.  And  which  was  used  to  discharge  your  loan  and  Mr.  Van 
Schaick's  ?    A.  Yes,  sir. 

Q.  Now  where  is  the  entry  of  the  payment  of  that  money 
back  immediately?  A.  Well,  I  cannot  tell  you  the  entries,  but 
it  was  paid  back  immediately — paid  back  into  the  company — 
you  would  not  find  it  there  at  all. 

Q.  It  was  not  in  the  Gansevoort  Bank?  A.  Had  not  anything 
to  do  with  the  Gansevoort  Bank. 

Q.  Mr.  Van  Schaick  suggests  it  was  paid  back  by  the  $50,000 
that  was  voted?    A.  That  was  what  we  used  it  for. 

Q.  Now  did  you  get  the  $50,000  that  was  voted  to  you?  A. 
In  no  other  way  than  to  turn  it  over  to  the  company. 

Q.  Did  you  get  that  money?    A.  I  think  we  did. 

O.  Did  you  give  a  check  for  it  ?    A.I  think  so. 

Q.  Will  you  show  me  the  stub  of  the  check  drawn  to  the 
company  for  it?  A.  I  cannot  do  it.  My  impression  is — of 
course  I  am  simply  stating  from  memory — my  impression  is  we 
got  a  check,  deposited  it  in  joint  account  and  then  gave  our 
check  against  our  joint  account. 

Q.  Yoti  have  your  bank  book  here  of  the  Life  Association  of 
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America  ?  A.  They  are  all  there ;  you  can  look  them  up  as  well  as 
we  can.  I  don't  remember  it.  I  do  not  keep  the  books  any  more 
than  you  do,  but  they  are  right  there;  I  brought  them  all  up 
here. 

Q.  Can  you  point  out  such  a  check  for  $50,000?  A.  I  don't 
know  whether  I  can  or  not;  I  don't  know  whether  it  is  there. 

Q.  Won't  you  try  ?  How  many  bank  accounts  were  there  at 
that  time  in  March,  1904?  A.  I  think  we  had  at  least  three,  one 
with  the  Gansevoort,  one  in  the  North  American  Trust  Com- 
pany and  one  in  the  Guaranty  Trust  Company. 

Q.  Will  you  let  me  have  the  check  books  of  the  account  you 
had  in  March,  1904,  aside  from  the  Gansevoort  Bank?  A.  Mr. 
Van  Schaick  may  be  right  about  that.  He  suggests  that  there 
was  a  credit  made  in  some  way. 

MR.  VAN  SCHAICK:  Credit  of  $50,000. 

Q.  Exactly.  You  did  not  get  the  money?  A.  If  we  ever 
handled  the  money  it  was  simply  done  by  checks,  that  is  all. 

Q.  We  want  to  get  at  what  was  done,  was  there  a  check  or  not 
for  $50,000?  A.  I  don't  know.  I  won't  answer — that  is  I  cannot 
tell  you.    I  will  answer  it  if  I  can. 

Q.  Mr.  Van  Schaick  says  there  was  a  check  for  the  difference? 
A.  I  expect  Mr.  Van  Schaick  knows  as  much  about  it  as  I  do. 

Q.  Then  according  to  Mr.  Van  Schaick's  statement  there 
was  a  credit  in  favor  of  you  of  $50,000  against  the  compensa- 
tion ?    A.  I  have  no  doubt  of  it. 

O.  Or  for  the  compensation  against  the  amount  to  which  the 
company  was  entitled?    A.  Yes. 

Q.  And  as  the  amount  paid  by  the  insurance  company  upon 
your  loan  was  $51,836  and  the  amount  credited  to  you  was 
$50,000  apparently  it  would  have  been  for  you  to  draw  a  check 
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for  the  difference  of  $1,836  for  the  company?    A.  That  would  be 
the  way  it  would  be  done. 

MR.  HUGHES:  Now,  can  you  give  me  the  check? 

Q.  Well,  now,  about  that  time,  that  is  March,  1904,  you  made 
this  loan,  that  is  obtained  this  loan  from  the  Citizens'  Trust 
Company  of  Paterson?  A.  Well,  was  it  about  that  time?  Some 
time  later. 

O.  April,  1904?    A.  Yes. 

Q.  Before  we  come  to  that  why  was  it  the  other  men  who 
were  named  in  these  preliminary  resolutions  of  1901  did  not 
share  in  the  compensation  ?  A.  They  all  resigned  from  the  com- 
pany. 

Q.  So  that  you  and  Mr.  Van  Schaick  were  the  only  persons 
left  who  were  embraced  in  the  resolution?  A.  Exactly.  They 
offered  to  stay  in  and  buy  the  stock  at  $20  a  share.  We  thought 
it  ought  to  be  sold  at  $30.    We  were  wilHng  to  buy  it  at  $30. 

O.  Then  you  resold  the  stock,  didn't  you — you  didn't  hold  it 
yourself?    A.  Some  of  it;  we  have  got  a  great  deal  of  it  yet. 

O.  You  have  sold  a  great  deal  for  more  than  $30?  A.  Never 
sold  less  than  $40  a  share. 

Q.  The  transaction  with  the  Citizens'  Trust  Company  in  or 
about  April,  1904,  was  what?  A.  Mr.  Van  Schaick  and  I  bor- 
rowed $10,000  and  put  up  500  shares  of  stock.  We  made  two 
deposits  with  the  company  of  the  company's  funds. 

Q.  That  is  the  Citizens'  Trust  Company?  A.  Yes.  We  put 
$10,000  in  the  Savings  Bank  account  and  $5,000  in  their  regulai 
current  account,  they  paying  us  3^-  per  cent,  on  the  savings 
bank  account. 

0.  Why  did  you  put  $15,000  up  with  the  Citizens'  Trust  Com- 
pany of  Paterson?    A.  For  two  reasons.     One  was  we  wanted 
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to  have  a  deposit  in  a  bank  in  Paterson  where  we  did  a  large 
amount  of  business;  the  other  was  we  wanted  to  borrow  $10,000. 

Q.  That  is  you  and  Mr.  Van  Schaick  wanted  to  borrow  $10,- 
000?    A.  Yes,  sir,  on  our  stock. 

Q.  As  I  understand  you,  Mr.  Townsley,  the  Life  Association 
of  America  at  the  time  you  and  Mr.  Van  Schaick  borrowed 
$10,000  from  the  Citizens'  Trust  Company,  drew  two  checks, 
one  for  $10,000  and  one  for  $5,000,  to  the  order  of  the  Citizens' 
Trust  Company,  which  that  company  was  to  hold  ?    A.  Yes,  sir. 

Q.  In  addition  to  the  stock  belonging  to  Mr.  Van  Schaick  and 
yourself?  A.  No,  sir;  we  didn't  do  that.  We  drew  two  checks 
in  favor  of  the  company.  They  deposited  them  and  gave  us 
a  book.  Then  we  gave  them  one  check  for  $10,000  and  gave 
them  the  savings  bank  book  and  we  made  the  same  agreement 
in  regard  to  that  that  we  made  in  reference  to  the  Gansevoort 
Bank;  the  only  difference  was  the  Citizens'  Trust  Company  rec- 
ognized that  agreement  and  never  used  that  check.  When  they 
were  ordered  by  the  Insurance  Department  of  New  Jersey  to 
call  the  loan  they  notified  us  that  we  would  have  to  pay  the 
loan  and  the  loan  was  called  and  we  paid  it  and  they  handed  us 
back  our  check  and  our  bank  book.  That  is  the  only  difference 
between  the  two.  One  recognized  the  agreement  and  the  other 
did  not. 

O.  But  the  agreement  was  in  consideration  of  making  a  loan 
to  you  and  Mr.  Van  Schaick,  the  Citizens'  Trust  Company 
should  hold A.  Keep  on  deposit  $15,000. 

Q.  To  hold  a  certain  check  which  the  Life  Association  of 
America  made  to  its  order  for  $10,000?    A.  Exactly. 

Q.  And  also  the  savings  bank  book  representing  a  deposit  of 
the  Life  Association  of  America  in  its  savings  bank  deposit  of 
$5,000?    A.  No,  sir,  $10,000.    It  was  the  same  thing. 

Q.  I  thought  it  was  one  of  $10,000  and  one  of  $5,000?    A. 
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The  $5,cx)o  was  an  open  account;  we  could  draw  on  it  all  we 
wanted  to.    The  $5,000  was  a  current  account. 

Q.  Have  you  a  copy  of  the  letter  of  April  21st,  1904,  to  Henry 
P.  Bell  of  the  Citizens'  Trust  Company  of  Paterson?  A.  No,  I 
did  not  know  that  I  had  written  a  letter  to  him. 

Q.  Is  that  a  copy  of  the  letter  written  by  you  to  Mr.  Bell  in 
connection  with  the  loan  (showing  witness  paper)  ?  A.  Yes, 
I  guess  so.  I  did  not  remember  that  I  had  written  the  letter  in 
regard  to  that  and  could  not  find  it. 

MR.  HUGHES:  I  offer  these  two  letters  of  April  21st,  1904, 

addressed  by  H.  P.   Townsley,  President,  to  Henry  F.  Bell, 

President  of  the  Citizens'  Trust  Company  of  Paterson,  New 
Jersey. 

(Papers  marked  in  evidence  Exhibit  747  and  748  and  will  be 
found  in  the  book  of  exhibits.) 

Q.  Those  letters  were  written  by  you  as  President  of  the 
Life  Association  of  America?    A.  Yes,  sir. 

Q.  And  in  the  last  letter  the  words  "in  payment  of  our  loan 
when  called"  referred  to  the  loan  made  to  yourself  and  Mr. 
Van  Schaick?    A.  Yes,  sir. 

Q.  Now,  were  those  loans  paid  ?    A.  Yes,  sir. 

Q.  Was  that  last  check  used  by  the  Citizens'  Trust  Com- 
pany drawn  by  the  Society?    A.  No. 

Q.  Now,  I  call  your  attention  to  the  entry  of  a  check  under 
date  of  March  4th,  1904,  on  the  stub  of  your  check  book  with 
the  Gansevoort  Bank,  Exhibit  744  for  identification  to  the  order 
of  H.  P.  Townsley  for  $14,000?  What  was  that  for?  A.  I 
don't  remember. 

Q.  What   consideration   was   there   for   the   receipt   of  those 
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moneys?  A.  Evidently  the  company  owed  me  the  money  or 
they  would  not  have  drawn  the  check  for  it. 

Q.  Hoy  could  they  owe  it  to  you?    A.  I  do  not  know. 

Q.  Have  you  any  idea  of  the  transaction?  A.  It  might  have 
been  some  transaction  whereby  it  was  necessary  to  draw  the 
check  in  that  way. 

Q.  That  was  March,  1904?    A.  Yes,  sir. 

Q.  Have  you  no  recollection  of  any  transaction  which  en- 
titled them  to  draw  that  check?  A.  I  do  not  remember.  It 
was  evidently  an  exchange  of  checks  in  some  way,  I  think. 

Q.  And  why  do  you  say  that,  what  evidence  is  there  of  that  ? 
A.  The  company  never  paid  me  $14,000  at  any  one  time. 

Q.  Then  evidently  you  remember  enough  about  it  to  know 
that  you  did  not  get  the  money  on  that  check?  A.  It  might 
have  gone  through  my  account  in  some  way. 

Q.  Where  is  the  check  which  was  given  in  exchange?  A.  I 
do  not  know,  sir. 

Q.  Do  you  know  anything  about  it?  A.  I  know  pretty 
well  there  has  been  no  money  taken  out  of  the  Life  Association 
by  me  or  by  any  one  else  that  has  not  been  properly  accounted 
for. 

Q.  That  is  a  general  statement.  Can  you  tell  me  now  what 
that  is  for,  specifically?  A.  I  cannot  without  going  through — 
I  would  have  to  talk  to  the  treasurer. 

Q.  Here  is  a  check  dated  March  31st,  1904,  to  the  order  of 
Townsley  &  Van  Schaick,  on  the  stub  of  the  company's  check 
book  with  the  Gansevoort  Bank,  $9,560.40.  A.  $14,000  and 
$9,000  would  be  $23,000 — just  give  me  a  piece  of  pencil  and 
paper.  I  think  I  know.  Well,  I  will  tell  you.  That  comes 
so  close  to  it  that  I  suppose  I  can  account  for  it.  We  depos- 
ited here  to  the  credit  of  the  Life  Association  $25,000.  There 
it  is  (indicating).  That  meant  a  deposit  there  by  Townsley 
&  Van  Schaick 

Q.  That   is   a  check.     A.  I   beg  your  pardon.     That  is   a 
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check.  I  will  tell  you,  we  made  a  second  loan  with  the  Ganse- 
voort  Bank  of  $25,000  which  I  told  you  about  a  few  minutes 
ago. 

Q.  Yes.  A.  And  that  $25,000  was  undoubtedly  given  to  the 
account  of  the  Association  in  the  Gansevoort  Bank,  and  then 
these  checks  were  drawn  to  us  as  compensation  for  it. 

Q.  As  compensation?  A.  It  was — you  will  see  that  they 
together  make  about  $25,000.  And  we  made  the  loan  with 
the  Gansevoort  Bank  undoubtedly,  as  I  remember  it — I  am  not 
stating  accurately,  but  undoubtedly  we  made  that  loan  with 
the  Gansevoort  Bank.  You  take  the  $14,000  and  you  take  the 
$9,117  and  you  take  the  $1,836,  the  difference  between  that 
and  the  $50,000  check,  and  it  gives  you  $25,000. 

Q.  Well,  but  the  $1,836  is  what  you  should  have  paid  the 
Life  Association,  and  not  what  they  should  have  paid  you. 
A.  It  is  undoubtedly  in  that  account  right  there. 

Q.  Then  the  point  you  make  is A.  The  point  I  make  is 

that  that  is  the  best  way  I  can  account  for  it  just  now.     It 
may  not  be  correct. 

Q.  I  want  to  work  it  out  so  there  will  be  no  mistake  about 
it.  The  Gansevoort  Bank,  I  understand,  made  a  loan  of  $25,- 
000?     A.  Yes,  sir. 

O.  And  that  the  Life  Association  of  America  got  credit  in 
this  account  for  the  proceeds  of  the  loan?     A.  Exactly. 

Q.  Then  the  Life  Association  of  America  gave  you  and  Mr. 
'Van  Schaick  in  these  checks  the  amount  of  that  $25,000  less 
the  $1,836  which  you  owed  them  on  the  amount  of  the  previous 
loan?     A.  That  is  undoubtedly  true. 

Q.  With  the  Gansevoort  Bank?  A.  That  is  undoubtedly 
true. 

Q.  What  was  the  security  of  this  loan  of  $25,000  by  the 
Gansevoort  Bank  ?     A.  That  was  stock  of  the  company. 
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Q.  And  did  you  place  a  check  with  the  Gansevoort  Bank  of 
$25,000?     A.  I  do  not  think  so. 

Q.  When  that  loan  was  paid,  who  paid  it?  A.  Mr.  Van 
Schaick  and  H.  P.  Townsley. 

Q.  Individually?    A.  Yes,  sir. 

Q.  Did  the  Life  Association  of  America  pay  any  of  it?  A. 
No,  sir. 

Q.  Why  should  it  have  gone  through  the  Life  Association? 
A.  Why,  we  evidently  owed  the  money  to  the  Life  Association 
and  put  that  in  when  we  borrowed  that  money. 

Q.  The  Life  Association  gave  the  money  to  you?  A.  But  I 
do  not  know  why  I  should  have  done  it. 

O.  Why  should  the  Life  Association  in  other  words  'have 
received  $25,000  from  the  Gansevoort  Bank  and  then  paid  over 
this  amount  to  you  and  Mr.  Van  Schaick  ?     A.  I  do  not  know. 

Q.  Why  should  you  not  have  arranged  your  matters  with 
the  Gansevoort  Bank?  You  do  not  know  how  it  was  done? 
A.  I  don't  know.  It  was  done  all  right,  but  I  don't  know  how 
it  was  done.  All  of  that  account  has  been  gone  through  with 
by  the  Insurance  Department  thoroughly,  and  they  checked 
those  accounts  all  up  and  found  them  correct. 

Q.  Taking  this  Gansevoort  Bank  account,  I  find  under  date 
of  September  20th,  1903,  a  check  to  W.  H.  Wiemer  for  a  loan 
on  collateral  $20,000.  Who  was  W.  H.  Wiemer?  A.  W.  H. 
Wiemer  was  a  wholesale  boot  and  shoe  man  in  Philadelphia. 

Q.  Is  he  connected  with  the  Life  Association  of  America? 
A.  He  is  a  director. 

Q.  In  any  other  way?    A.  That  is  all. 

Q.  What  was  the  collateral  for  that  loan?  A.  Bank  stock 
and  bonds.  You  will  see  it  in  the  Insurance  Department  re- 
port you  have  before  you.  I  may  as  well  state  here  that  the 
loan  has  been  paid  off.     It  was  paid  off  because  we  would  not 


5349 


Testimony  uf  Henry  P.  Townsley 

reduce  the  interest  below  five  per  cent.,  and  he  wanted  it  at  4. 

Q.  Is  he  your  father-in-law?    A.  No,  sir. 

Q.  Is  he  related  to  you  in  any  way  ?  A.  Indirectly ;  his  wife 
is  a  cousin  of  mine,  that  is  all. 

Q.  Now,  it  has  been  stated  that  the  fifty  thousand  dollars 
which  you  received  as  compensation  has  been  returned  to  the 
company?    A.  Yes,  sir. 

Q.  That  was  pursuant  to  a  report  of  the  Insurance  Depart- 
ment this  year?  A.  That  was  pursuant  to  the  request  of  the 
Insurance  Department,  yes,  sir. 

Q.  Made  at  what  time?  A.  Made  about  the  first  of  the 
year,  along  between  January  and  March. 

O.  In  what  form  was  that  return?    A.  Cash. 

Q.  Or  check,  or  which?  A.  I  think  it  was  by  check,  check 
in  our  account. 

Q.  Where  was  it  deposited?  A.  It  was  deposited  in  the 
Guaranty  Trust  Company,  March  29th,  1905. 

Q.  I  am  shown  an  entry  of  a  deposit  March  29th,  1905,  of 
$50,122.57.  Your  names  are  not  mentioned  nor  is  the  charac- 
ter of  the  deposit  stated,  but  is  the  $50,000  a  part  of  that?  A. 
I  think  it  is.     Is  it  on  the  29th? 

Q.  March  29th,  1905?  A.  Yes,  sir;  the  fifty  thousand  dol- 
lars is  a  part  of  that  deposit. 

Q.  Who  is  Wilson  B.  Brice?    A.  He  is  a  lawyer. 

Q.  Is  he  connected  with  your  company?    A.  Yes,  sir. 

Q.  In  what  way?    A.  He  is  a  director  and  assistant  counsel. 

Q.  Is  he  under  salary  from  your  company?  A.  A  small 
salary. 

Q.  Did  you  on  August  28th,  1903,  make  a  loan  to  him  of  ten 
thousand  dollars?    A.  Yes. 

Q.  What  was  the  security?  A.  The  security  is — well,  that 
security  that  is  here  has  been  taken  up,  and  that  loan  is  paid 
ofif. 
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Q.  Paid  off  last  December?    A.  Yes,  sir. 

Q.  This  was  made  about  the  time  your  stock  company  was 
organized?    A.  Yes,  sir;  just  before,  I  think. 

Q.  And  the  security  was  one  hundred  shares  of  Wheel  With- 
in_Wheel  Company,  45  shares  of  patent  Title  Guaranty  Com- 
pany and  250  shares  of  the  New  York  Sanitary  Street  Refuse 
Receptacle  Company?  A.  Since  that  loan  has  been  paid  off 
and  those  securities  taken  up  what  is  your  object  of  reading 
that,  for  the  benefit  of  the  press? 

Q.  My  object  is  to  show  you  made  a  loan  on  worthless  col- 
lateral.    A.  Was  it  worthless,  if  it  is  paid  off. 

O.  I  do  not  think  the  collateral  has  improved?  A.  I  think 
the  loan  has  improved. 

Q.  I  do  not  care  for  any  discussion  with  you  Mr.  Townsley. 
We  propose  to  find  out  what  your  transactions  have  been.  A. 
Yes,  sir. 

Q.  Did  you  have  any  quotations  on  this  collateral  at  the 
time  you  made  this  loan  ?  A.  I  was  assured  that  it  was  good 
security.  ,_-i 

Q.  Who  assured  you  ?    A.  Mr.  Van  Schaick.  ■  "    ] 

O.  Any  other  information?     A.  No.  i 

Q.  Is  Mr.  Brice  in  Mr.  Van  Schaick's  office  ?    A.  Yes,  sir. 

O.  You  made  a  loan  in  December,  1903,  to  Mr.  C.  A.  Allen 
on  100  shares  of  the  Gold  Car  Heating  and  Lighting  Company  ? 
A.  Yes,  sir. 

Q.  What  was  that?  A.  That  was  100  shares  of  the  Gold  Car 
Heating  and  Lighting  Company. 

Q.  What  was  it  worth  ?    A.  $30,000. 

Q.  You  made  a  loan  on  December  21st,  1903,  to  Henry  P. 
Townsley,  secured  by  a  mortgage  on  property  in  Sedalia,  Mis- 
souri?   A.  Yes,  sir. 

Q.  You  were  the  Henry  P.  Townsley?    A.  Yes,  sir. 
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Q.  What  was  the  value  of  the  property?  A.  The  loan  was 
for  $2,000,  was  it  not  ? 

Q.  Yes.  A.  $3,000  I  sold  it  for,  and  those  are  the  notes ;  one 
has  been  paid,  and  the  other  comes  due  in  January. 

Q.  On  December  21st,  1903,  there  is  a  loan  to  Henry  P. 
Townsley  of  $2,500  on  100  shares  Toledo,  St.  Louis  and  West- 
ern; what  is  the  value  of  that?    A.  That  is  worth  59  to-day. 

Q.  What  was  the  value  at  that  time?  A.  Well,  I  should  say 
it  was  worth  $4,000. 

Q.  Who  is  William  A.  Cable?  A.  He  is  an  architect  in  New 
York. 

Q.  On  October  8th,  1904,  there  is  a  loan  to  Henry  P.  Towns- 
ley  of  $5,000  on  300  shares  of  Toledo,  St.  Louis  and  Western.  Is 
that  the  same  loan?    A.  The  same  loan. 

Q.  With  an  increase  in  collateral  and  amount?  A.  With  an 
increase  in  collateral  and  amount. 

Q.  Is  that  a  statement  of  all  the  loans  that  have  been  made 
by  your  company  since  its  organization  with  the  exception  of 
those  now  in  force  ?  A.  Yes,  sir.  That  is  my  recollection  of  it. 
That  was  gotten  from  the  books. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  749.) 

Q.  This  is  a  statement  of  the  collateral  loans  now  in  force  of 
.'our  company  ?  (Handing  paper.)  A.  Yes,  sir.  There  is  one 
there  that  has  been  paid  ofif  since  that  was  made  out. 

MR.  HUGHES :  I  ofiEer  that  in  evidence. 
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Q.  Was  Mr.  Allen  a  Director  of  the  company,  whose  name  is 
mentioned  in  this  first  sheet,  Exhibit  749?  A.  He  was  at  that 
time. 

Q.  Is  Sidney  H.  Salomon  connected  with  your  company? 
A.  No,  sir. 

Q.  Is  George  C.  Capron  connected  with  your  company?  A. 
He  is  an  agent. 

O.  What  is  the  American  Collectors'  Company?  A.  Why, 
that  is  a  company  which  collects  coins  or  stamps  or  something 
of  that  kind.  T.hose  are  a  sort  of  mortgage  bond  on  the  com- 
pany. 

Q.  Are  there  any  quotations  for  them?  A.  None  at  all,  but 
they  are  perfectly  good.  And  that  credit  is  one  of  the  bonds 
which  matured  and  was  paid. 

Q.  $100?    A.  Yes. 

Q.  Is  this  a  list  of  your  mortgage  loans  made  by  your  com- 
pany?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  751.) 

O.  Who  of  these  parties  are  connected  with  the  Life  Asso- 
ciation of  America  in  any  way?  A.  John  Vincent  is  Treas- 
urer. Wilson  B.  Brice  is  connected  with  it  in  Mr.  Van 
Schaick's  office.     That  is  all. 

Q.  Is  Henry  Van  Schaick  related  to-  Mr.  Van  Schaick?  A. 
Father. 

Q.  Is  James  Glass  in  any  way  connected  with  the  company? 
A.  No,  sir. 
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Q.  Is  this  a  statement  of  the  securities  held  by  the  Life  As- 
sociation of  America,  on  December  7th,  1905?  A.  We  fur- 
nished you  this,  yes,  sir. 

MR.  HUGHES:  I  ofifer  that  in  evidence. 

(Paper  marked  Exhibit  No.  752.) 

Q.  Were  you,  or  was  any  officer  of  your  company,  so  far  as  you 
know,  interested  in  any  of  the  purchases  and  sales?  A.  I  know 
that  none  were. 

Q.  Or  any  of  the  mortgage  transactions,  or  loans  that  have 
been  mentioned  other  than  as  they  appear  to  have  been  made  by 
the  company?    A.  No. 

Q.  Have  you  been  a  member  in  any  syndicate  participation  ?  A. 
No,  sir. 

Q.  Or  has  any  officer  of  the  company?    A.  No. 

Q.  Have  you  made  any  political  contributions?    A.  No. 

Q.  For  any  campaigns,  either  National,  local  or  State  cam- 
paigns   A.  No. 

Q.  (Handing  paper.)  Is  this  a  statement  of  cash  balances 
from  August  7,  1903,  to  date?    A.  Yes,  sir. 

MR.  HUGHES :  I  ofifer  that  in  evidence. 

(Paper  marked  Exhibit  753.) 

Q.  You  have  been  asked  to  furnish  a  statement  in  reply  to  cer- 
tain questions  addressed  you  by  the  Committee.  (Handing 
paper.)  Is  this  your  answer  and  are  the  facts  stated  in  it  true? 
A.  Yes,  sir. 
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MR.  HUGHES:  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  754-) 
Mr.  Hughes  then  read  Exhibit  No.  754. 

Q.  The  Blue  Book  contains  a  statement  that  the  expenses  for 
1904  were  $190,000.  Does  that  include  the  fifty  thousand  dollars 
which  had  been  paid  to  Mr.  Van  Schaick  and  yourself?  A. 
Yes,  sir. 

Q.  And  that  has  been  omitted  from  the  statement  of  expenses 
herein,  leaving  the  amount  one  hundred  and  forty  thousand  dol- 
lars?    A.  Yes. 

Q.  Is  this  a  specimen  of  agents'  contract  to  which  you  referred 
in  your  letter  ?     A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  No.  755  for  identification.) 

MR.  HUGHES :  I  will  read  upon  the  record  so  much  as  states 
the  compensation. 

7.  Commissions  to  be  allowed  to  said  party  of  the  second 
part  under  this  contract  shall  be  as  follows: 

On  the  cash  of  ordinary  premiums  on  deferred  dividend  policies 
issued  for  whole  life  or  endowment  assurance  plan — 

With  a  dividend  period  of  twenty  years,  with  not  less  than 
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twenty  annual  premiums,  50  per  cent,  for  the  first  year  of  assur- 
ance only,  and  5  per  cent,  for  second  to  tenth  year  of  assur- 
ance, inclusive. 

With  dividend  period  of  twenty  years :  Ordinary  life,  50  per 
cent,  first  year,  5  per  cent,  second  to  tenth  year. 

Life,  fifteen  payments,  45  per  cent,  first  year,  5  per  cent,  second 
to  tenth  year. 

Fifteen  year  endowment,  40  per  cent,  the  first  year,  5  per  cent, 
second  to  tenth  year. 

With  dividend  period  of  ten  years  ordinary  life,  45  per  cent, 
the  first  year,  5  per  cent,  second  to  tenth  year. 

Life,  ten  payments,  40  per  cent,  first  year,  5  per  cent,  second 
to  tenth  year. 

Ten  year  endowment,  35  per  cent,  first  year,  5  per  cent,  second 
to  tenth  year. 

Non-deferred  dividend. 

If  with  continued  premiums  to  death  or  not  less  than  twenty 
annual  payments,  50  per  cent,  first  year,  5  per  cent,  second  to 
tenth  year. 

If  paid  up  by  fifteen  annual  payments,  45  per  cent,  first  year, 
5  per  cent,  second  to  tenth  year. 

If  paid  up  by  ten  annual  payments,  40  per  cent,  first,  5  per 
cent,  second  to  tenth  year. 

Single  premium  payments,  5  per  cent,  first  year. 
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Extra  premiums  21-2  per  cent,  first  year  and  21-2  per  cent, 
second  to  tenth  year. 

Special  rates  to  be  made  for  new  forms  of  policies. 

Q.  Is  this  your  signature,  and  do  you  send  out  this  circular? 
(Handing  paper.)  A.  That  is  the  secretary's  signature.  I  pre- 
sume he  sent  that  out. 

Q.  C.  B.  Townsley?     A.  Yes,  sir. 

Q.  Is  he  a  relative  of  yours  ?    A.  Yes,  sir,  a  son. 

Q.  And  these  circulars  have  been  quite  freely  distributed,  have 
they  not?    A.  Yes,  sir. 

Q.  To  whom  are  they  sent  ?  A.  Let  me  look  at  them  and  maybe 
I  can  tell  you. 

Q.  I  mean  to  what  class  of  persons?  A.  I  guess  they  are  sent 
to  agents  of  life  insurance  companies. 

Q.  Of  other  companies?    A.  Yes. 

Q.  That  is  the  same  thing  without  the  name? 

(Handing  paper.) 

MR.  HUGHES :  I  will  offer  this  in  evidence. 

(Paper  marked  Exhibit  756.) 

Mr.  Hughes  then  read  Exhibit  No.  756. 

Q.  Is  this  the  card  which  you  sent  out?  (Handing  paper.) 
A.  That  is  the  card  which  he  sends  out. 

Q.  Well,  it  is  officially  authorized  by  the  company?  A.  Yes, 
sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  757.) 

Mr.  Hughes  read  Exhibit  No.  757. 
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Q.  How  many  agents  have  you  to  whom  you  are  paying  90 
per  cent,  commissions?  A.  We  do  not  pay  any  agent  90  per 
cent,  commission.  It  may  amount  to  that  the  way  we  figure 
that,  but  we  do  not  pay  it  in  commission.  We  pay  a  commission 
of  50  per  cent,  and  make  allowances  for  certain  purposes. 

Q.  What  are  they?  A.  That  is  to  say,  we  make  allowances 
for  renewals  and  they  may  amount  in  a  brokerage  contract  to 
90  per  cent. 

Q.  Will  you  explain  how  you  figure  out  the  compensation  you 
will  give  in  this  circular,  90  per  cent.?  A.  That  would  call  for 
fifty  per  cent,  and  forty  per  cent,  against  renewals,  which  would 
practically  eat  up  the  renewals,  and  make  a  brokerage  contract. 

Q.  You  mean  advanced  against  renewals  which  would  not 
otherwise  have  to  be  repaid?    A.  Yes,  that  is  right. 

Q.  In  other  words,  it  practically  amounts  to  giving  a  man  who 
will  bring  you  in  an  application  for  insurance  who  takes  a  policy 
90  per  cent,  of  the  first  premium?  A.  That  is  what  it  amounts 
to,  yes,  sir. 

Q.  You  commute  the  renewal  commissions?  A.  That  is  it 
exactly. 

Q.  Frequently,  don't  you?    A.  Yes,  sir. 

Q.  On  how  much  of  your  business  are  you  paying  90  per  cent, 
of  the  first  premium  in  this  manner?  A.  I  suppose  we  have 
three  or  four  brokers  who  bring  us  in  business  in  this  way.  Most 
of  our  agents  work  for  renewals,  and  do  not  care  for  these  ad- 
vances. 

Q.  You  are  sending  these  out  broadcast,  are  you  not?  A. 
Simply  to  catch  brokerage  business. 

Q.  Well,  you  do  catch  it?    A.  A  little,  yes. 

Q.  How  can  you  afford  to  pay  90  per  cent,  of  the  first  prem- 
ium to  get  the  business  ?  A.  Well,  that  is  the  simplest  proposi- 
tion in  the  world.  Our  policy  is  written  for  one  year  on  a  pre- 
liminary term  and  starts  as  a  life  poHcy  on  the  second  year, 
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therefore  all  of  the  premium  over  and  above  the  mortality 
charge  or  the  cost  of  mortality  is  their  loading  for  expenses, 
and  you  will  see  that  that  provides  for  90  per  cent,  on  twenty 
payment  life,  and  twenty  year  endowment. 

Q.  You  do  not  give  that  on  other  policies?  A.  No,  sir,  on 
other  policies  we  do  not  pay  so  much  because  the  charge  for 
death  loss  is  the  same  in  either  case. 

Q.  What  do  you  pay  on  ordinary  life?    A.  85  per  cent. 

Q.  Eighty-five  per  cent?    A.  We  work  it  up  to  85,  yes,  sir. 

Q.  How  much  of  that  is  a  first  year's  commission,  in  other 
words,  how  much  do  you  compute  the  85  per  cent  ?  A.  On  the 
basis  of  so  per  cent,  and  35  per  cent. 

Q.  Thirty-five  per  cent,  being  a  commutation  of  the  renewals? 
A.  Yes,  sir. 

Q.  Is  this  your  rate  book?    (Handing  book.)    A.  Yes,  sir. 

MR.  HUGHES:  I  will  have  it  marked  for  identification. 

(Book  marked  Exhibit  758  for  identification.) 

THE  CHAIRMAN:  The  Committee  will  now  adjourn  until 
to-morrow  morning  at  10:30  o'clock  sharp. 
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COUNCIL  CHAMBER, 

City  Hall,  New  York  City. 

December  19th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

HENRjY  p.  TOWiNSLEY,  resumed. 

BY  MR.  HUGHES: 

Q.  What  amount  of  money  did  the  Life  Association  of  Amer- 
ica have  in  its  treasury  when  it  started  in  business  as  a  stock  cor- 
poration?   A.  About  $268,000. 

Q.  Had  that  amount  been  obtained  from  the  sale  of  its  stock? 
A.  Yes,  sir. 

Q.  Did  it  take  over  any  surplus  from  the  Life  Association  of 
America,  the  assessment  corporation?    A.  Yes,  sir. 

Q.  How  much?    A.  About  $85,000. 

Q.  In  addition  to  the  $268,000?    A.  Yes,  sir. 

Q.  I  see  that  at  the  end  of  1903,  according  to  the  Blue  Book, 
you  apparently  had  a  surplus  of  $300,000.  What  had  become  of 
the  difference  between  the  total  of  $85,000  and  the  $268,000?  A. 
Why,  the  reserve. 

Q.  Went  into  the  reserve?    A.  Yes. 

Q.  How  were  the  policies  of  your  company,  the  assessment 
policies,  valued  at  the  time  you  became  a  stock  corporation, 
that  is,  December  31st,  1903?    A.  As  term  policies. 
Q.  For  one  year?    A.  Yes,  sir. 
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Q.  On  what  basis  had  that  insurance  been  written  with  re- 
gard to  the  amount  of  premiums  ?  A.  Had  been  written  as  as- 
sessment insurance  with  an  assessment  clause  providing  for  in- 
surance year  by  year. 

Q.  That  was  necessary  under  the  law  governing  your  organ- 
ization?   A.  Yes,  sir. 

Q.  But  you  fixed  the  premiums  at  rates  which  you  intended  to 
maintain  level,  did  you  not  ?    A.  Not  necessarily. 

Q.  Did  you,  as  a  matter  of  fact?  'A.  Well  some  of  those  rates 
will  be  maintained  level,  yes  sir. 

Q.  In  other  words,  you  fixed  the  rates  at  the  same  amount 
at  which  you  subsequently  issued  policies  after  you  became  a 
stock  corporation?    A.  No,  sir. 

Q.  You  did  not?    A.  No,  sir. 

Q.  What  was  the  difference  between  the  rates  on  life  poH- 
cies?  A.  Well,  one  was  simply  a  rate  which  we  made  which  was 
sufficient  to  carry  the  policies  for  a  considerable  number  of  years 
as  term  insurance,  and  the  other  was  the  regular  premium  rate 
— the  tables  were  made  by  Mr.  Standen,  our  actuary. 

Q.  What  was  the  difference  in  dollars  and  cents  between 
premiums  per  thousand  say,  at  age  twenty-five,  on  life  poHcy 
issued  before  and  after  incorporation  as  a  stock  company?  A. 
In  some  issues  the  difference  was  not  very  great.  When  we  first 
started  the  company  the  rates  were  quite  low,  and  we  advanced 
those  rates  from  time  to  time  in  anticipation  of  organizing  a 
stock  company,  and  by  the  time  we  got  to  the  organization  of 
the  company  the  rates  were  about  the  same. 

Q.  I  see.  That  was  the  information  I  had  received.  Now, 
when  you  turned  over  that  business  to  the  stock  company,  how 
was  it  done  ?  A.  It  was  done  under  a  contract  between  the  two 
corporations  providing  that  that  should  be  renewable  term  in- 
surance. 

Q.  You  assumed  the  risk?    A.  Yes,  sir. 
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Q.  Without  writing  any.  new  policies  for  the  insured?  A. 
That  is  it  exactly. 

Q.  Now,  when  you  came  to  the  end  of  your  first  calendar 
year  as  a  stock  corporation  the  reserves  were  not  calculated  as 
they  would  have  been  if  that  insurance  had  been  originally  writ- 
ten by  you  as  a  stock  corporation?  A.  That  particular  insur- 
ance; but  we  wrote  some  insurance  that  was  written 

Q.  Certainly,  between  that  time  of  your  incorporation  as  a 
stock  company  in  August  and  the  end  of  the  year?    A.  Yes. 

Q.  How  much  did  you  calculate  you  saved  on  that  reserve  at 
the  end  of  the  year  1903  by  beginning  as  an  assessment  cor- 
poration?   A.  I  don't  know. 

Q.  Forty  or  fifty  thousand  dollars  would  you  say?  A.  I 
would  say  so.  Mr.  Standen  figured  those  reserves  for  us.  I 
don't  know  about  it. 

Q.  The  point  I  desire  to  make  clear  is  the  advantage  which 
under  the  laws  of  the  State  a  company  has  starting  as  an  as- 
sessment company  and  getting  its  rates  up  to  about  the  rates 
you  can  maintain  as  a  stock  company  on  a  level  premium  basis 
and  then  reorganizing  as  a  stock  company,  with  reference  to 
the  insurance  outstanding  at  the  time  of  such  reorganization. 
There  is  an  advantage  is  there  not  ?    A.  In  the  valuation,  yes,  sir. 

Q.  And  that  advantage  in  the  case  of  your  company  was  you 
would  clear  about  forty  thousand  dollars  or  fifty  thousand  dol- 
lars at  the  end  of  the  first  year?  A.  I  would  rather  not  guess 
at  that  because  Mr.  Standen  made  those  figures. 

Q.  At  the  end  of  the  second  year  1904,  those  old  assess- 
ment policies  which  existed  prior  to  your  reorganization  as  a 
stock  company  were  valued  in  the -same  way?    A.  Same  way. 
Q.  In  reference  to  their  original  status  ?    A.  Yes,  sir. 

Q,  So  at  the  end  of  1903  $76,818  of  your  available  funds  con- 
stituted your  reserve,  and  the  difference  $300,917  your  surplus? 
A.  Yes,  sir. 
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Q.  What  occasioned  the  diminution  of  your  surplus  to 
$271,423,  according  to  the  Blue  Book  at  the  end  of  1904?  A. 
Well,  I  guess  that  fifty  thousand  dollars  transaction. 

Q.  Which  is  included  as  the  Blue  Book  gives  it  in  the  ex- 
penses of  that  year?    A.  Yes,  sir. 

Q.  I  asked  you  for  the  check  which  showed  the  repayment 
of  the  fifty  thousand  dollars  by  yourself  and  Mr.  Van  Schaick: 
Is  this  the  check  (showing  witness  check)  ?  A.  Yes,  sir,  that  is 
right. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Check  marked  Exhibit  No.  759  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  And  was  that  deposited  to  the  credit  of  the  company?  A. 
Yes,  sir. 

Q.  With  the  Guaranty  Trust  Company  ?     A.  Yes,  sir. 

Q.  That  is  included  in  the  deposit  you  showed  yesterday  in  the 
bank  book  ?     A.  Yes^  sir. 

Q.  Now  you  were  speaking  yesterday  of  the  expenses  of  your 
company.  Have  you  a  salary  list  here?  A.  I  had  a  salary  list 
made  out  for  you  and  I  had  it  in  my  pocket,  in  my  papers  ■ 

Q.  You  can  state  the  facts.     A.  I  can  state  it. 

Q.  What  are  the  salaries?  A.  Salaries  at  present,  or  all  the 
time. 

Q.  Well,  it  is  only  a  couple  of  years.  Give  the  whole  amounts 
that  have  been  paid.  A.  At  first  the  salary  of  the  president  was 
$10,000  up  to  May  ist;  since -May  1st  last  it  is  $12,000  per  year. 
The  treasurer  was  $2,500  up  to  that  date ;  since  which  time  it  has 
been  $3,000.  The  medical  director  was  $2,500,  since  which  time 
it  has  been  $3,000.  The  general  counsel  was  $5,000,  since  which 
time  it  has  been  $6,000. 
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Q.  Who  is  the  president?     A.  Myself. 

Q.  You  have  been  president  continuously?    A.  Yes,  sir. 

Q.  Have  you  a  vice-president?  A.  Nominally,  yes,  sir — ^John 
W.  Vincent. 

Q.  Does  he  receive  a  salary  ?    A.  No,  sir. 

Q.  Is  he  also  treasurer  ?    A.  Yes,  sir. 

Q.  Who  is  the  secretary?     A.  C.  W.  Townsley,  my  son. 

Q.  He  is  your  son?     A.  Yes,  sir. 

Q.  Does  he  receive  a  salary?     A.  No,  sir. 

Q.  What  compensation  does  he  get?     A.  He  gets  commissions. 

Q.  What  commissions  does  he  get?  A.  He  gets  the  usual 
commissions  paid  to  any  other  agent. 

Q.  What  are  they  as  matter  of  fact  in  his  case?  A.  He  gets 
50  per  cent,  and  advances  against  his  renewals. 

Q.  Amounting  toi  what  sum  or  percentage  ?  A.  Well,  the  past 
year — I  had  that  statement  made  up  for  you — this  past  year  his 
total  commissions  on  his  business  amounted  to  $4,400,  out  of 
which  he  pays  his  agents. 

Q.  Is  he  virtually  the  general  agent  of  the  company  ?  A.  He  is 
virtually  that ;  we  have  a  number  of  them ;  he  is  one  of  them. 

Q.  What  business  is  within  his  charge  as  secretary?  A.  Any 
business  that  he  secures. 

Q.  What  territory  has  he?  A.  He  is  in  open  territory — the 
metropolitan  district  of  New  York,  which  is  open  to  any  genera] 
agent  whom  we  appoint. 

Q.  Does  he  get  any  business  outside  of  the  — —  ?  A.  Metro- 
politan district  ? 

Q.  Yes.     A.  No,  sir. 

Q.  Are  advertisements  turned  over  to  him?  A.  Yes,  sir;  some 
of  them. 

Q.  That  is  from  people  who  answer — from  people  who  reside  in 
the  metropolitan  district  ?  A.  In  the  City  of  New  York,  some  are 
turned  over  to  him  and  some  are  turned  over  to  other  agents. 
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Q.  Does  he  receive  any  commission  or  compensation  on  business 
outside  of  the  territory  of  the  metropolitan  district  ?    A.  No,  sir. 

Q.  Is  there  any  other  general  agent  in  the  metropolitan  district  ? 
A.  Three  or  four. 

Q.  Who  is  the  medical  director?  A.  Dr.  George  D.  Van 
Schaick. 

Q.  Is  he  a  relative  of  your  counsel  ?    A.  Brother. 

Q.  Does  your  general  counsel  have  a  regular  salary  or  retainer  ? 
A.  Has  a  regular  salary. 

Q.  And  what  is  the  amount  of  that  ?    A.  $6,000  a  year. 

Q.  What  was  the  total  amount  of  salaries  paid  last  year  by  your 
company  to  officers,  including  the  medical  director,  secretary  and 
the  counsel?  A.  I  would  have  to  look  at  the  books  to  tell  you. 
You  have  a  statement  there  of  it.  That  gives  it  to  you ;  that  is 
correct. 

Q.  I  see  that  according  to  your  report  of  December  31,  1904, 
your  first  year's  premiums,  without  deduction  for  commissions, 
amounted  in  1904  to  $71,419.  You  report  in  your  disbursements 
as  commissions  and  bonuses  to  agents,  less  commissions  on  rein- 
surance first  year's  premiums  $35,104.56.  Would  the  inference  be 
correct  that  that  average  payment  that  year  was  50  per  cent,  on  the 
first  year's  premium?  A.  That  would  be  what  we  put  into  the 
commission  account. 

Q.  Where  do  you  carry  other  expenses — in  what  account?  A. 
In  advances  and  expense  allowances. 

Q.  Where  do  your  expense  allowances  figure  in  your  report? 
A.  Salaries  and  allowances  for  agents,  including  managers,  agents 
and  clerks,  $9,731. 

Q.  Have  you  prepared  a  gain  and  loss  exhibit  for  last  year? 
A.  I  did ;  yes,  sir. 

Q.  Have  you  it  here  ?  A.  No,  I  sent  it  to  you.  I  had  a  copy 
of  it. 

Q.  You  wrote  us  a  letter  a  little  while  ago  that  you  had  it  in 
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course  of  preparation.     I  do  not  recall  we  had  received  it.     A. 
That  was  the  whole  of  it  just  as  I  gave  it  to  you  in  that  letter. 

Q.  You  refer  to  the  letter  that  I  read  in  evidence  yesterday? 
A.  Yes,  sir. 

Q.  Did  you  make  last  year,  or  rather  did  you  gain  last  year  a 
surplus  over  your  operations?  A.  That  is  my  recollection  of  the 
gain  and  loss  account. 

Q.  Your  total  premium  receipts  are  stated  here  $185,519. 
What  was  the  additional  amount  put  up  in  your  reserve  ?  A.  The 
Life  Association  of  America  reserve  for  the  year  before  was 
$76,818,  the  next  year  it  was  $124,815.  The  additional  is  the 
difference. 

Q.  You  received  $185,5119  and  exclusive  of  the  $50,000  subse- 
quently returned  you  expended  $140,346?    A.  Yes,  sir. 
Q.  Leaving  $45,100  approximately?     A.  Yes,  sir. 
Q.  Now,  how  much  of  that  were  you  required  to  put  up  in  re- 
serve— about  $21,000  additional  reserve  I  mean?     A.  No,  we  put 
an  additional  reserve  of  about  $50,000. 
Q.  Of  about  $50,000?    A.  Yes. 

Q.  Then  did  you  have  a  net  gain  for  the  year?  A.  Well,  if  you 
exclude — ^that  is  you  admit  the  return  of  the  $50,000  which  was 
returned  afterwards,  we  have  a  net  gain  of  $45,000. 

Q.  You  are  now  comparing  the  total  premium  receipts  with  the 
total  expenses  reducing  the  expenses  to  $140,000  ?  A.  We  made 
a  gain  of  $45,000 — that  is  the  figures  of  it  including  the  $50,000 
taken  out — they  exclude  the  $50,000.  You  put  that  $50,000  in 
and  you  increase  the  surplus,  that  is  all. 

Q.  In  order  that  there  may  be  no  confusion,  let  us  find  what 
you  had  in.  In  the  first  place  you  received  $185,000,  you  expend- 
ed, exclusive  of  the  $50,000,  $140,000,  leaving  $45,000?     A.  Yes, 

sir. 

Q.  You  paid  your  policyholders  about  $13,000?    A.  Yes,  sir. 
Q.  Leaving  $32,000?     A.  Yes,  sir. 
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Q.  Now  how  much  through  the  business  of  tljat  year  did  you 
have  to  put  up  as  additional  reserve  ?    A.  I  said  $50,000. 

Q.  About   fifty   thousand   dollars?     A.  Yes. 

Q.  What  would  be  the  net  result  of  that  for  the  year?  You 
had  had  a  net  gain  of  your  receipts  over  your  disbursement  of 
thirty-two  thousand  dollars,  and  your  business  for  the  year  re- 
quired you  to  put  up  as  additional  reserves  fifty  thousand  dollars. 
A.  If  you  add  that  fifty  thousand  dollars  to  this  two  hundred  and 
seventy-one  thousand  dollars,  you  will  have  three  hundred  and 
twenty-one  thousand  dollars,  a  gain  of  twenty-one  thousand  dol- 
lars. 

Q.  Pardon  me.  We  do  not  want  to  add  that  to  the  other,  we 
want  to  take  what  money  you  got  in,  and  what  money  you  dis- 
bursed, and  what  increased  liabilities  you  had.  You  took  in  a 
hundred  and  eighty-five  thousand  dollars;  you  disbursed  a  hun- 
dred and  fifty-three  thousand  dollars,  leaving  thirty-two  thousand 
dollars,  and  your  liabilities  increased  during  the  year  through  the 
risks  you  had  taken  fifty  thousand  dollars,  which  would  apparently 
show  a  net  loss  for  the  year  of  eighteen  thousand  dollars.  Is  not 
that  the  fact  ?    A.  Well,  that  looks  so  here. 

Q.  What  dividends  did  you  pay  on  capital  stock  during  that 
year  ?     A.  During  that  year  we  paid  twenty  thousand  dollars. 

Q.  Ten  per  cent,  dividends?    A.  Yes,  sir. 

Q.  Did  you  pay  any  dividends  for  the  year  1903?    A.  No,  sir. 

Q.  I  mean  for  the  part  of  the  year  after  the  incorporation?  A. 
No,  sir. 

Q.  So  that  the  only  dividends  from  the  time  of  incorporation 
to  December  31st,  1904,  were  the  twenty  thousand  dollars  in 
1904?     A.  That  is  all. 

Q.  Have  you  paid  any  dividends  in  1905?  A.  One  quarterly 
dividend. 

Q.  At  what  rate  ?  A.  At  the  same  rate,  ten  per  cent.,  five  thou- 
sand dollars. 
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O.  What  system  have  you  of  representation  of  stockholders? 
Do  you  have  a  proxy  system  ?     A.  Yes,  sir. 

Q.  Who  holds  the  proxies?  A.  They  are  held  by  Mr.  Van 
Schaick  and  Mr.  Vincent  and  myself. 

Q.  To  what  extent  do  you  hold  the  proxies?  A.  Well,  we 
always  ask  for  a  proxy  when  we  send  out  the  stock.  Sometimes 
we  get  it  and  sometimes  we  do  not. 

Q.  (handing  paper).  Is  this  a  circular  issued  by  your  com- 
pany?    A.  Yes,  sir. 

Q.  How  recently?     A.  Well,  very  recently. 

Q.  Within  the  last  few  months?     A.  Yes,  sir. 

MR.  HUiGHES :  I  will  mark  it  for  identification  and  will  read 
part  of  the  circular. 

(Paper  marked  Exhibit  No.  760,  for  identification.) 

MR.  HUGHES :  I  note  in  this  circular  the  following  state- 
ment : 

"The  Life  Association  of  America  issues  annual  dividend  poli- 
cies, and  pays  larger  dividends  to  policyholders  than  any  other 
company." 

Q.  How  much  did  you  pay  to  policyholders  in  dividends  in  the 
j'ear  1904?    A.  We  paid  very  little,  but  we  paid 

Q.  How  much  in  dollars  ?     A.  I  do  not  remember. 

Q.  A  hundred  and  fifty-nine  dollars,  or  a  hundred  and  sixty 
dollars?  A.  Our  statement  will  show.  Yqu  have  the  statement 
there.  I  do  not  know.  (Paper  handed  to  witness.)  Yes,  sir,  a 
hundred  and  sixty  dollars. 

Q.  How  much  did  you  pay  in  1903?  A.  I  do  not  think  we 
paid  anything. 
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Q.  What  did  you  pay  in  1905  ?  A.  Well,  we  have  paid  some- 
thing more  than  this,  doubtless. 

Q.  How  much  more  do  you  think?    A.  Ihave  no  idea. 

Q.  One  thousand  dollars?    A.  Oh,  no,  sir. 

Q.  Under  one  thousand  dollars  ?  A.  Under  one  thousand  dol- 
lars, I  think  so.  We  have  not  very  many  annual  dividend  policies. 
Q.  What  do  you  mean  by  the  statement  in  your  circular  that 
you  pay  larger  dividends  to  your  policyholders  than  any  other 
company  ?  A.  We  pay  a  larger  dividend  per  dollars,  per  cent,  of 
dividends. 

Q.  Per  dollars  of  what  ?     A.  Of  premium. 

Q.  How  much  of  your  insurance  is  annual  dividend  ?  A.  Very 
little  of  it. 

Q.  What  percentage  would  you  say?  A.  I  should  say,  I  fig- 
ured it  out  for  you  here,  .033  per  cent. 

Q.  How  could  you  have  paid  in  1904  any  dividends  at  all  if  your 
business  showed  a  net  loss?  A.  We  had  a  very  large  surplus, 
which  we  had  a  right  to  distribute,  and  we  distributed  it. 

Q.  You  mean  from  the  sale  of  the  stock  ?  A.  From  the  sale  of 
the  stock,  and  other  operations. 

Q.  The  other  operations  were  the  eighty-five  thousand  dollars 
which  you  took  over?    A.  Yes. 

Q.  That  is  from  the  assessment  business?    A.  Yes. 

Q.  But  of  that  eighty-five  thousand  dollars  seventy  thousand 
dollars  was  required  for  your  reserve  at  the  end  of  the  year,  or 
seventy-six  thousand  dollars.  A.  There  were  some  other  pre- 
miums came  in,  there  were  some  fifty  thousand  dollars  of  pre- 
miums on  new  business  which  came  in,  and  that  was  carried  to 
the  reserve. 

Q.  Yes,  but  at  the  end  of  1903,  you  had  a  surplus  of  $321,917 
over  and  above  your  reserve?    A.  Yes,  sir. 

Q.  And  of  that  amount  $268,000  had  come  in  from  the  sale  of 
your  stock?    A.  Yes. 
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Q.  Have  you  a  copy  of  your  charter  here?  A.  I  have  not, 
except  in — yes. 

Q.  (Handing  book.)  This  is  the  charter  of  your  organization 
as  a  stock  company?    A.  Yes. 

Q.  Reading  from  the  original  records  of  the  Association,  Ar- 
ticle 4  of  the  Charter,  dated  May  29th,  1901 — that  was  the  pro- 
posed charter  or  certificate  of  organization,  which  was  not  filed 

until  1903,  although  it  seems  to  have  been A.  It  was  filed 

and  approved. 

Q.  In  1901  ?  A.  In  1901,  and  we  were  given  two  years  in 
which  to  complete  the  sale  of  our  stock. 

Q.  So  that  I  have  before  me  the  document  as  it  finally  ex- 
isted?   A.  Yes,  sir. 

MR.  HUGHES:  Reading  from  Article  4: 

"The  capital  of  said  company  shall  be  five  hundred  thousand 
dollars  in  cash,  divided  into  twenty-five  thousand  shares  at 
twenty  dollars  each.  The  earnings  and  receipts  of  said  com- 
pany over  and  above  all  losses,  expenses  and  reserves,  pro- 
vided by  law,  shall  be  accumulated,  and  .shall,  from  time  to  time, 
be  distributed  in  such  manner  as  the  Board  of  Directors  of  such 
company  shall  provide,  in  the  following  ratio,  to-wit: 

"To  the  stockholders,  3/10  thereof,  and  to  the  participating 
policyholders  7/10  thereof. 

"But  nothing  herein  contained  shall  compel  the  Directors  to 
declare  any  such  dividend,  and  they  shall  have  full  authority 
to  accumulate  such  a  further  reserve  and  surplus  as  in  their  esti- 
mation will  fully  protect  and  safeguard  the  interests  of  the  com- 
pany." 

Q.  What  amount  of  stock  is  owned  by  you?    A.  Personally? 

Q.  Yes.    A.  2,000  shares. 

Q.  Out  of  the  ten  thousand  shares  ?   A.  Yes,  sir. 
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Q.  What  amount  is  owned  by  the  other  officers  of  the  com- 
pany?   A.  About  an  equal  amount. 

Q.  About  four  thousand  dollars  in  all  ?    A.  Yes,  sir. 

Q.  Out  of  the  ten  thousand  dollars  ?    A.  Yes,  sir. 

Q.  Have  you  a  comparative  statement  which  shows  the  divi- 
dends declared  by  your  company  to  policy  holders  amounting 
to  the  sums  you  have  stated  ?    A.  Yes,  sir. 

Q.  As  compared  with  those  made  by  the  other  companies  ?  A. 
We  have  some — not  compared  with  other  companies,  I  do  not 
believe ;  I  do  not  think  we  made  a  comparative  statement.  We 
simply  published  our  own  statement  of  what  dividends  were  paid 
on  certain  policies. 

Q.  Where  is  that  statement?  A.  Well,  I  have  not  the  cir- 
culars with  me.  You  may  find  it  on  the  back  of  that.  There 
have  been  only  two  or  three  policies. 

Q.  What?  A.  There  have  been  only  two  or  three  policies 
which  are  annual  dividend  policies,  which  have  drawn  dividends. 

Q.  There  are  only  two  or  three  policies  which  draw  annual 
dividends  ?    A.  That  have  drawn  annual  dividends,  sir. 

Q.  That  have  drawn  annual  dividends?    A.  Yes,  sir. 

Q.  Now,  one  of  those Well,  you  stated  all  the  policies 

you  had  in  your  circular  practically,  did  you  not?  A.  Just  ex- 
actly, we  did,  yes,  sir,  all  that  we  had  paid  dividends  on  up  to 
the  time. 

MR.  HUGHES:  Well,  I  read  the  entire  circular,  that  is,  that 
part  relating  to  dividends: 

"The  Life  Association  of  America  issues  annual  dividend  pol- 
icies, and  pays  larger  dividends  to  policyholders  than  any  other 
company.    The  Association  also  issues  deferred  dividend  policies 
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and  must  by  reason  of  this  large  annual  dividend  produce  cor- 
respondingly better  results  at  the  expiration  of  the  deferred 
period. 

ILLUSTRATION  NO.  i. 
Policy  No.  2,149,  dated  March  2Dth,  1901 ;  amount,  $10,000. 
Twenty-year  endowment.    Age,  31 ;  annual  premiums,  $483.50. 
Dividend  first  year,  $72.52. 
Net  cost,  $410.98. 
Dividend  fourth  year,  $79.77. 
Net  cost,  $403.73. 
Dividend  fifth  year,  $79.77. 
Net  cost,  $403.73. 

ILLUSTRATION  NO.  2. 
PoHcy  No.  2,438.     Dated  December  i6th,   1902.     Amount, 
$1,000.    Twenty-year  endowment.    Age  24. 

Annual  premium,  $47.90.    Dividend  third  year,  $7.18. 
Net  cost,  $40.72. 

Q.  What  is  the  fifth  year  alluded  to  in  the  first  illustration? 
A.  Of  the  policy. 

Q.  Does  that  mean  this  year,  the  current  year?  A.  That 
means  the  current  year,  doubtless;  yes,  that  probably  means 
this  year.    It  must  mean  this  year. 

O.  And  the  dividend  for  the  fourth  year  was  for  the  year 
from  March  20th,  1904,  to  March  20th,  1905  ?    A.  Yes,  sir. 

Q.  Are  these  according  to  policy  years  or  calendar  years?  A. 
Those  are  policy  years. 

Q.  Now,  how  did  you  compute  this  dividend  of  $79.77  for  the 
fifth  year?    A.  I  took  16^  per  cent. 

Q.  How  could  you  compute  it  before  you  had  the  results 
for  the  fifth  year?  A.  Well,  then,  probably  that  is  for  the  other 
year. 
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Q.  Won't  you  look  at  it  (handing  paper)  ?  A.  I  do  not  know 
myself,  because 

Q.  That  is  dated  March  20th,  1901.  A.  I  will  tell  you.  The 
dividend  is  not  paid  until  the  end  of  the  year. 

Q.  Well,  that  would  be  March  20th,  1906.  A.  Well,  I  will 
tell  you.  At  the  end  of  the  second  year  on  the  payment  of  the 
third  premium  we  pay  the  dividend.  Now,  the  second  year  of 
this  policy  was  in  1903,  1904,  1905 — that  was  the  third  premium 
paid.  That  was  the  fifth  premium,  at  the  end  of  the  fourth  year 
and  the  fifth  premium  paid. 

Q.  Did  you  give  your  first  dividend  after  two  years?  A. 
After  two  years ;  yes,  sir,  after  the  payment  of  the  premium. 

Q.  The  date  of  the  poHcy  being  March  20th,  1901,  and  March 
20th,  1903,  you  declared  a  dividend  on  the  policy  of  $72.52  as 
against  the  premium  then  payable?  A.  Well,  I  suppose  we 
must  have  allowed  it  that  way. 

Q.  Then  on  March  20th,  1904,  you  declared  a  dividend  of 
$79.77  against  the  fourth  premium  then  due  ?    A.  Yes,  sir. 

Q.  Then  on  March  20th,  1905,  you  declared  a  dividend  of 
$79.77,  the  same  amount  as  the  year  before?    A.  Yes,  sir. 

Q.  To  apply  on  the  premium  then  due?    A.  Yes,  sir. 

Q.  Where  did  you  get  your  figures,  $79.77?  A.  In  the  mat- 
ter of  payment  of  dividends  on  policies  it  is  a  very  difficult  matter 
for  me  to  make  a  calculation,  and  I  consulted  our  actuary,  and 
he  advised  us  to  make  a  straight  dividend  of  about  that  amount 
for  the  first  year. 

Q.  Well,  you  say  a  straight  dividend.  You  mean — —  A.  A 
straight  fifteen  per  cent.,  and  the  dividend  we  are  paying 
there 

Q.  How  did  you  calculate  the  straight  dividend?  A.  I  simply 
took  16J  per  cent. 

Q.  Of  what  ?    A.  Of  the  premium. 


5374 


Testimony  of  Henry  P.  Townsley 

Q.  Why  did  you  not  take  fifteen  per  cent  or  ten  per  cent  ?  A. 
Because  I  took  i6J  per  cent. 

Q.  And  it  was  simply  an  arbitrary  figure?    A.  Absolutely. 

Q.  It  really  did  not  make  much  difference,  so  long  as  you  had 
a  good  showing,  seeing  there  were  only  two  policies  to  which  it 
applied?  A.  It  would  have  applied  to  any  others,  if  we  had  had 
them.  I  ,v^ 

Q.  Of  course,  if  you  had  had  them,  but  not  having  them,  it 
only  applies  to  these?     A.  Yes. 

Q.  Who  held  these  policies?  A.  I  think  that  ten  thousand 
dollar  policy  is  held  by  Mr.  Capron. 

Q.  Who  is  he?  A.  He  is  one  of  our  agents.  He  used  to  be 
connected  with  a  corporation  here  and  came  to  us  last  Spring. 

Q.  What  is  his  full  name?  A.  His  full  name  is  George  C. 
Capron. 

Q.  What  is  his  district?     A.  He  is  here  in  New  York. 

Q.  In  the  metropolitan  district?  A.  In  the  metropolitan 
district. 

Q.  What  is  his  contract  or  compensation?  A.  Well,  it  is 
about  the  same  as  the  other  contracts,  I  forget  just  what  it  is. 

Q.  50  per  cent.?    A.  And  some  allowances,  yes. 

Q.  And  allowances  which  you  are  ready  to  commute  at  40 
per  cent,  more?  A.  Yes,  sir;  if  necessary.  I  do  not  think  he 
gets  that  much,  he  does  not  get  that. 

Q.  Who  holds  the  other  policy  of  $1,000  which  is  illustrated? 
A.  I  forget  who  holds  that ;  some  policyholder  simply  outside, 
no  special  connection  with  him. 

Q.  How  did  you  come  to  write  an  annual  dividend  policy  in 
1901  ?  A.  We  wrote  that  man  in  the  assessment  company  and 
when  we  organized  the  stock  company  he  came  over  to  the 
stock  company  and  made  his  premium  up  by  the  payment  of 
the  difference  between  the  assessment  premium  and  the  life 
premium  and  had  his  policy  dated  back  to  the  original  date. 
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Q.  And  the  dividends  declared  ex-post  facto?  A.  The  divi- 
dends were  declared  to  meet  that  premium,  yes,  sir. 

Q.  In  other  words,  after  you  had  organized  as  a  stock  com- 
pany in  August,  1903,  he  took  out  a  policy  dated  back  to  March 
20,  1901,  and  then  you  declared  dividends  as  of  March  20,  1903, 
to  offset  the  premium  which  at  that  date  under  the  new  policy 
would  have  been  payable?  A.  If  the  company  had  started  at 
that  time.  He  paid  up  his  premium  in  full  from  the  date  of  the 
original  policy  at  the  rate  of  the  new  policy  and  I  think 
some  time  subsequent  was  allowed  his  dividend.  He  came  in 
and  claimed  he  was  entitled  to  a  dividend  and  we  looked  it  up 
and  found  he  was,  and  paid  it  to  him. 

BY  THE  CHAIRMAN : 

Q.  Then  the  first  dividend  you  computed  on  this  policy,  do 
I  understand,  if  it  had  been  actually  declared,  would  have  been 
declared  nine  months  before  the  corporation  organized?  A. 
well,  a  few  months,  not  nine. 

Q.  March  to  December?    A.  March  to  August,  yes,  sir. 

BY  MR.  HUGHES: 

Q.  You  had  no  right  as  an  assessment  company  to  declare  a 
dividend?  A.  We  had  no  right  as  an  assessment  company  to 
declare  dividends  at  that  time,  and  we  had  no  right  to  issue  a 
straight  policy.  This  man  took  out  his  policy  and  afterward 
changed  it  to  his  original  date. 

Q.  The  point  is  this,  when  he  changed  it  after  you  became  a 
stock  company  it  was  dated  back  to  March  20,  1901  ?    A.  Yes. 

Q.  The  date  of  his  original  assessment  policy?    A.  Yes. 

Q.  Then  changing  it  to  an  endowment  policy  with  a  pre- 
mium of  $483.50,  payable  annually,  he  made  a  payment  to  you 
covering  the  premiums?    A.  Yes,  sir. 
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Q.  And  you  made  a  payment  to  him  covering  the  dividend 
which,  had  you  been  able  to  write  such  a  policy  and  declare 
dividends,  you  would  have  declared  on  March  20,  1903?  A. 
Absolutely. 

BY  THE  CHAIRMAN : 

Q.  Was  there  any  other  purpose  in  that  than  advertisement? 
A.  Why,  that  was  not  the  purpose  at  all.  The  advertisement 
was  a  subsequent  matter.  At  the  time  the  dividends  were 
paid  he  never  dreamed  of  it. 

Q.  Do  you  deny  that  that  was  deliberately  done  for  the  pur- 
pose of  creating-  advertising  matter?  A.  Absolutely.  It  was 
done  because  he  believed  he  was  entitled  to  it  and  because  we 
believed  we  had  a  surplus  sufficient  to  justify  us  in  paying 
that  dividend,  and  we  think  so  now. 

BY  MR.  COX: 

Q.  Who  took  part  in  that  transaction  for  the  agent,  who  ne- 
gotiated this  new  policy  on  behalf  of  your  company?  A.  1 
think  a  man  by  the  name  of  Russell. 

Q.  Was  he  an  agent  of  yours?    A.  Yes,  sir. 

Q.  An  agent  in  the  field?    A.  Yes,  sir. 

BY  MR.  HUGHES: 

Q.  Mr.  Van  Schaick  suggests  that  I  should  ask  whether 
under  the  terms  of  the  original  policy  that  Capron  had  he  was 
entitled  to  exchange  it  for  the  new  policy  on  the  reorganization 
of  the  company?    A.  Yes,  sir,  he  was. 
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BY.  MR.  COX: 

Q.  And  that  was  before,  I  suppose,  he  became  an  agent  of 
your  company  that  this  was  done  ?     A.  Long  before,  yes,  sir. 

Q.  How  long  before?  A.  Well,  he  did  not  become  an  agent 
for  this  company  until  about  July  or  August  of  this  year. 

BY  MR.  HUGHES : 

Q.  But  the  point  is  that  when  he  did  take  out  his  new  policy 
some  time  in  the  latter  part  of  1903,  after  you  had  incorpor- 
ated, you  went  back  and  declared  a  dividend  as  of  March  20, 
1903?     A.  Yes,  sir. 

Q.  To  apply  against  his  premium?     A.  Yes,  sir. 

Q.  And  that  dividend  you  then  figured  out  as  an  arbitrary 
percentage  of  the  premium?    A.  Yes,  sir. 

Q.  And  you  immediately  issued  a  circular  containing  the 
statement  of  the  dividend,  did  you  not?    A.  No,  sir. 

Q.  How  long  after?    A.  About  two  years. 

Q.  After  you  had  declared  two  more  dividends  upon  the 
policy?    A.  Yes,  sir. 

BY  MR.  COX : 

Q.  I  suppose  all  of  your  earlier  policies  could  do  the  same 
thing  if  they  wanted  to  ?    A.  Any  one  of  them. 

Q.  That  is  any  of  your  policyholders  can  go  in  to-day  and 
have  their  policies  dated  back  and  get  the  dividend?  A.  Yes, 
sir,  if  they  pay  the  premiums  they  have  a  right  to  do  it. 

BY  MR.  HUGHES : 

Q.  Now,  did  you  declare  a  similar  dividend  upon  deferred 
dividend  policies?    A.  No,  sir. 
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Q.  As  to  deferred  dividend  policies  you  make  no  account- 
ing or  apportionment  until  the  end  of  the  period  ?    A.  No,  sir. 

Q.  What  is  the  shortest  period  that  you  have  in  deferred 
dividend  policies?    A.  Ten  years. 

Q.  So  that  none  of  those  have  yet  matured?    A.  No. 

Q.  And  you  have  not  set  aside  any  fund  to  meet  them?  A. 
No. 

Q.  And  the  only  dividends  you  have  calculated  have  been 
the  dividends  upon  these  two  policies?  A.  Well,  up  to  date 
of  the  publication  of  that  circular,  yes,  sir.  There  have  been 
some  others  paid  since. 

Q.  How  many  have  you  got  in  annual  dividend  policies  at 
the  present  time?    A.  A  hundred  and  fifty,  I  think. 

Q.  Have  any  of  them  reached  the  third  year  so  they  are  en- 
titled to  dividends?     A.  Yes,  sir. 

Q.  How  many?    A.  Oh,  I  suppose  five  or  six.  I  don't  know. 

Q.  Are  you  declaring  dividends  at  the  same  rate  upon  those 
policies?     A.  Fifteen  per  cent. 

Q.  When  did  you  adopt  fifteen  per  cent,  instead  of  sixteen 
and  one-half?  A.  The  date  of  the  letter  that  you  have  there 
from  Mr.  Standen,  a  copy  of  which  I  sent  you. 

Q.  That  is  this  last  month,  is  it  not?  A.  Well,  about  that 
time. 

Q.  How  much  has  the  association  paid  in  death  losses  since 
organization?  A.  Seventy  thousand  or  eighty  thousand  dol- 
lars. 

Q.  How  much  did  it  pay  in  1904?  A.  Twelve  thousand  five 
hundred. 

Q.  And  in  1903?    A.  Three  thousand. 

Q.  Well,  did  it  pay  in  death  losses  upward  of  fifty-five  thou- 
sand dollars  in  1901  and  1902  ?  A.  It  might  have  done  it.  That 
was  the  assessment  company. 
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Q.  Do  you  know  how  much  it  did  pay  before  it  was  or- 
ganized as  a  stock  company,  that  is  in  1901  and  1902  ?  A.  I  do 
not  remember. 

Q.  How  much  has  it  paid  this  year?  A.  About  forty  thou- 
sand dollars. 

Q.  In  this  one  year  ?    A.  Yes,  sir. 

Q.  Has  your  rate  of  mortahty  been  excessive  this  year?  A. 
Yes,  sir. 

•   Q.  How  far  has  it  exceeded  the  expected  rate?     A.  It  has 
not  exceeded  it. 

Q.  Well,  it  has  been  excessive,  then,  as  compared  with  what? 
A.  With  the  other  years. 

Q.  In  this  circular  you  also  set  forth  a  number  of  letters 
acknowledging  prompt  payment  of  the  claims  arising  on  your 
policies?    A.  Yes. 

Q.  Have  you  any  litigated  claims?    A.  One. 
Q.  What  is  that?     A.  That  is  a  ten  thousand  dollar  claim 
where  a  man — that  is,  the  mutual  company.    We  have  no  liti- 
gated claim  in  this  company. 

Q.  You  have  no  litigated  claim  in  this  company  ?  A.  Of  the 
stock  company,  no. 

Q.  Have  you  compromised  any  claim  of  this  company?  A. 
Yes,  sir. 

Q.  What  percentage  do  you  compromise?  A.  Very  few — 
none  at  all — no  percentage.  We  compromised  one  claim,  I 
think. 

Q.  So  you  make  it  a  practice  to  pay  very  promptly  your  death 
claims  ?    A.  Yes,  sir. 

Q.  As  shown  by  the  letters  in  this  circular  ?    A.  Yes,  sir. 
Q.  How  long  after  the  loss  do  you  pay  the  death  claims?    A. 
When  we  pay  a  claim  at  all  we  pay  it  on  proof  of  claim. 
Q.  At  once?    A.  Yes,  sir. 
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Q.  And  you  avail  yourselves  of  that  for  advertising  purposes  ? 
A.  Yes,  sir. 

Q.  I  show  you  a  check  of  October  24,  1904,  or  the  stub  of  a 
check,  drawn  by  the  Life  Association  of  America,  on  its  ac- 
count with  the  Guaranty  Trust  Company,  to  Townsley  and  Van 
Schaick  for  ten  thousand  dollars.  What  was  that  for  ?  A.  I  do 
not  know,  sir. 

Q.  Have  you  no  idea?  A.  I  am  trying  to  think.  No,  sir;  I 
cannot  think  what  it  is  for.  It  accomplished  some  matter  of 
bookkeeping,  I  do  not  doubt. 

Q.  You  and  Mr.  Van  Schaick  got  the  money  ?  A.  Well,  no ; 
we  might,  I  don't  know.  If  we  did  it  was  for  some  purpose.  I 
don't  know  what  it  was  for. 

Q.  Well,  is  there  an  account  kept  between  the  association  and 
yourself  and  Mr.  Van  Schaick?    A.  Absolutely. 

Q.  A  regular  debit  and  credit  account  ?  A.  Oh,  no ;  we  do 
not  have  any  such  account  at  all.  We  have  our  private  ac- 
coiint,  and  I  did  not  know  what  that  check  was  for.  October  24, 
1904,  that  is  last  October.  That  was  probably  an  exchange  of 
checks.  We  may  have  paid  into  the  Life  Association  a  number 
of  checks  and  they  gave  us  that  in  one  check. 

Q.  Do  you  know  whether  that  is  the  fact,  or  is  it  a  con- 
jecture? A.  No,  sir;  it  must  be  a  fact.  We  never  got  ten 
thousand  dollars  out  of  the  company. 

MR.  VAN  SCHAICK :  It  was  an  exchange. 

MR.  HUGHES:  Have  you  got  anything  here  to  show  the 
checks  in  exchange  ? 

MR.  VAN  SCHAICK :  We  will  look  it  up. 

Q.  I  would  like  to  have  you  send  the  committee  a  list  of  your 
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transactions  and  Mr.  Van  Schaick's  transactions  with  the  asso- 
ciation, so  we  can  see  what  they  have  been.  A.  Yes,  we  would 
just  as  soon  do  it. 

Q.  Now,  with  regard  to  your  report  of  December  31,  1904 
(handing  paper),  that  is  a  copy  of  it.  According  to  the  report 
you  make  up  your  total  of  admitted  and  non-admitted  assets, 
$488,962.34?    A.  Yes,  sir. 

Q.  According  to  your  statement  to  stockholders  under  date 
of  January  i,  1905,  you  make  up  your  total  at  $451,614.35.  What 
is  the  explanation  of  the  discrepancy?  A.  I  suppose  that  it  is 
in  this  item  of  premiums  uncollected  and  deferred,  and  it  was  cut 
down  a  larger  amount  in  our  report  than  it  shows  in  the  report 
to  the  department.  In  the  report  to  the  department  we  made 
the  statement  of  the  whole  amount.  We  did  not  consider  it  all 
good,  but  we  made  it  as  the  law  calls  for,  and  in  making  our 
statement  to  our  policyholders  we  made  it  as  to  what  we  would 
probably  collect.    Therein  lies  the  difiference. 

Q.  And  the  difference  is  how  much?  A.  About  thirty  thou- 
sand dollars. 

Q.  Can  you  point  out  the  items  in  the  report  to  stockholders 
which  correspond  to  the  item  of  eighty-nine  thousand  dollars  in 
your  report  to  the  Insurance  Department  ?  A.  Net'  premiums  in 
process  of  collection,  commissions  deducted,  thirty-seven  thou- 
sand four  hundred  and  seventy  dollars ;  under  deferred  and  not 
reported  premiums,  twenty  thousand  dollars  ;  making  fifty-seven 
thousand  dollars  against  eighty-nine  thousand  dollars.  That 
is  where  that  item  is. 

MR.  HUGHES :  I  ofifer  in  evidence  the  report  of  the  presi- 
dent, Mr.  Townsley,  to  the  stockholders  under  date  of  January 
I,  1905- 

(Paper  marked  Exhibit  760.) 
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Exhibit  760  will  be  found  in  the  book  of  exhibits. 

Q.  Did  you  publish  a  statement  of  your  condition  on  January 
I,  1905,  in  the  New  York  Times  ?    A.  I  think  so. 

Q.  That  has  been  compared  with  the  advertisement  (handing 
paper).  I  understand  it  to  be  correct.  Will  you  explain  how  it 
was  that  the  total  in  your  statement  to  stockholders.  Exhibit 
760,  is  $451,614.35  and  in  your  public  statement  $457,713.52? 
A.  Well,  we  included  some  items  in  this  that  were  not  included 
in  the  statement  to  policyholders.  For  example,  we  have  furni- 
ture and  fixtures,  $4,332,  in  one  and  not  in  the  other.  We  have 
got  the  furniture  and  fixtures,  but  we  did  not  put  it  in  in  this 
statement.  That  is  all.  That  amounts  to  that  much.  You  will 
find  that  the  items  vary  a  little  in  that  respect.    That  is  all. 

Q.  Now,  I  find  therein  errors  in  several  of  the  items,  for  ex- 
ample, cash  in  bank  in  one  statement  is  $70,469  and  in  the  other 
statement  $70,535.  What  I  want  to  get  at  is  this :  How  is  it  pos- 
sible in  making  up  a  financial  statement  as  of  the  same  date  there 
should  be  any  discrepancies  whatever?  A.  There  could  be  no 
discrepancy  made  for  the  department.  There  might  be  slight 
discrepancies  made  for  publication  because  we  might  not  be 
exact. 

Q.  How  could  you  make  your  books  balance?  A.  We  did 
not.  We  do  not  take  these  statements  from  our  books  absolute- 
ly; we  may  go  through  the  books  and  make  estimates  as  to  what 
the  furniture  is  worth  or  we  may  take  what  it  cost.  It  is  writ- 
ten off  the  books,  and  does  not  show. 

Q.  You  do  not  have  any  statement  in  your  books  of  furni- 
ture and  fixtures.  Have  you  an  account  of  it  there?  A.  It  is 
written  off  to  profit  and  loss,  as  I  remember  it.  I  would  go 
around  and  hunt  it  up  and  put  it  in  the  statement. 

Q.  Without  having  any  entry  in  the  book  to  represent  it? 
A.  Exactly. 

5383 


Testimony  of  Henry  P.  Townsley 

Q.  Would  you  do  that  with  other  items?  A.  We  might  do 
that  with  such  an  item  as  interest  due  and  accrued,  and  things 
of  that  sort.  We  might  make  a  mistake  in  one  report,  and 
correct  it  in  the  next.  That  report  for  the  newspapers  was 
gotten  out  after  the  31st  of  December,  and  the  other  report  was 
gotten  out  later  and  more  carefully. 

Q.  That  is  the  real  explanation,  is  it  not?  In  other  words, 
you  published  this  report  in  the  papers  on  January  2  ?     A.  Yes. 

Q.  As  to  your  condition  on  January  i  ?    A.  Yes. 

Q.  Then  you  got  out  your  statement  for  the  stockholders 
about  January  16?    A.  Yes,  sir. 

Q.  And  you  made  up  the  statement  for  the  press  which  you 
published  somewhat  hurriedly  ?    A.  Yes. 

Q.  And  you  put  in  that  an  estimate  of  furniture  and  fixtures  ? 
A.  It  was  not  an  estimate.  It  was  from  the  books,  and  we  put  it 
in  one  statement  and  did  not  in  the  other. 

Q.  I  thought  you  said  you  did  not  have  such  a  statement  in 
your  books,  but  had  written  it  ofif  to  profit  and  loss  ?  A.  Yes ; 
we  knew  exactly  what  we  paid,  but  we  turned  it  into  profit  and 
loss.  It  ceased  to  be  an  account  carried  in  the  books.  I  think 
we  carry  to-day  sixteen  dollars  in  our  account  for  furniture  and 
fixtures,  something  bought  during  the  year  that  has  not  been 
written  off. 

Q.  You  show  a  surplus  in  the  statement  published  in  the 
Times  of  $137,195.51,  and  of  January  i  a  statement  published  in 
your  address  to  stockholders  of  $131,096.35.  In  other  words, 
do  you  have  a  system  of  bookkeeping  which  shows  an  exact 
amount  on  that  day  from  which  you  took  this  balance  ?  A.  We 
have  got  a  system  of  bookkeeping  as  perfect  as  the  system  of  any 
life  insurance  corporation  or  company  in  the  city  of  New  York, 
and  we  have  been  complimented  on  its  efficiency  by  the  insurance 
managers.  I  do  not  say  that  because  I  have  anything  to  do 
with  it,  Mr.  Hughes.    I  have  not. 
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Q.  And  it  was  so  complete  that  you  could  take  off  your  exact 
balance  on  that  day  ?  A.  I  coyld  have  taken  off  the  exact  bal- 
ance if  I  had  chosen  to  do  so.  I  made  up  that  statement  in  my 
own  way,  and  if  I  chose  to  take  the  exact  balances  from  the 
books  I  could  have  got  them. 

Q.  Why  didn't  you  do  that?  A.  I  got  them  as  near  as  I 
wanted  to.  Those  items  that  are  taken  from  the  books  are  exact 
— all  of  the  items  taken  from  the  books  are  exact. 

Q.  Now,  what  didn't  you  take  from  the  books  ?  A.  I  did  not 
take  the  net  premiums  in  process  of  collection,  commissions  de- 
ducted, $37,470. 

Q.  Why  not?  A.  I  estimated  how  much  we  would  get  on  it. 
I  took  the  premiums  from  the  books,  and  took  off  what  I  sup- 
posed would  not  be  paid,  and  considered  what  would  be  good.  I 
did  not  take  the  actual  amounts  from  the  books  and  net  deferred 
and  unreported  premiums,  commissions  deducted,  because  I  de- 
ducted the  commissions.  I  may  have  varied  that  deduction  dif- 
ferently in  one  case  than  the  Other.  I  made  the  deduction  for  the 
department  according  to  their  system.  I  made  that  according 
to  my  own. 

Q.  What  is  the  average  premium  collected  on  a  thousand 
dollar  policy  of  your  company?  A.  I  should  say  about  forty 
dollars. 

Q.  What  do  the  losses  average  per  thousand  dollars.'-  a. 
This  year  they  have  run  about  ten  dollars  a  thousand,  practically 
that. 

Q.  What  does  the  reserve  average?  A.  I  cannot  tell  you. 
The  reserve  on  all  kinds  of  policies  vary.  An  endowment  policy 
has  one  standard 

Q.  I  am  taking  an  average— in  a  life  policy,  for  example  ?  A. 
Take  a  life  policy,  I  suppose  the  reserve  is  about  60  per  cent,  of 
the  premium  for  the  first  year. 
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Q.  What  is  it  the  first  year?  A.  It  is  about  eight  or  nine  dol- 
lars. 

Q.  Eight  dollars  or  nine  dollars  per  thousand?    A.  Yes. 

Q.  So  out  of  the  $40  we  must  take  about  $10  for  losses  and 
about  $8  or  $9  for  reserve?    A.  Yes. 

Q.  What  does  the  medical  examination  average  per  thou- 
sand ?    A.  About  three  or  four  dollars. 

Q.  Then  how  are  you  able  to  pay  90  per  cent,  of  the  premium 
for  expenses  in  getting  the  business,  that  is  for  commission? 
A.  We  do  not  pay  it.    We  advance  it  against  the  renewals. 

Q.  You  pay  it  and  charge  it  against  the  first  year's  business, 
because  you  commute  the  renewals  in  the  first  year  and  treat  it 
as  brokerage  ?  A.  Yes,  we  anticipate  the  renewals  on  the  busi- 
ness. 

Q.  You  borrow  from  what  will  come  in  in  later  years?  A. 
Yes.  We  don't  do  business  in  that  way  any  different  from  other 
companies. 

Q.  You  mean  you  are  a  little  franker  about  it?  A.  I  don't 
know  about  that. 

Q.  You  put  it  at  90  per  cent,  flat  on  the  circular?  A.  We  try 
to  be  frank  about  everything.  We  do  not  put  anything  under 
cover.  Our  books  are  wide  open  for  this  committee  to  go  down 
and  look  at  them ;  I  would  like  to  have  you  do  it,  too. 

Q.  We  find  at  the  end  of  1903  you  had  outstanding  $4,698,000 
of  insurance.  At  the  end  of  1904  $7,048,052,  a  gain  of  about 
$2,400,000  net ;  and  that  in  1904  you  wrote  in  new  business  $4,- 
618,302.  That  would  show  a  very  heavy  lapsed  rate?  A.  Yes,  sir. 

Q.  What  is  the  lapsed  rate,  according  to  your  calculation?  A. 
I  have  not  made  any  calculation  on  it. 

Q.  Is  the  exhibit  of  last  year  typical?  A.  It  is  typical  of 
last  year ;  it  probably  won't  be  of  this. 

Q.  It  was  exact  of  last  year,  but  were  the  results  of  the  busi- 
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ness  of  the  years  preceding  substantially  the  same?  A.  About 
that,  I  should  say. 

Q.  Then  you  gain  about  half  of  the  business  you  write,  or 
about  half  of  the  business  you  write  stays  on  the  books  ?  A.  I 
suppose  so. 

Q.  By  the  way,  did  the  Insurance  Department  discover  the 
payment  to  yourself  and  Mr.  Van  Schaick  of  the  $50,000  when 
they  made  the  examination  September,  1904?    A.  Yes,  sir. 

Q.  Did  they  make  any  remonstrance?  A.  Why,  they  said 
they  would  have  to  submit  the  matter  to  the  Attorney  General, 
and  did  so. 

Q.  They  submitted  it  to  the  Attorney  General?    A.  Yes,  sir. 

Q.  And  you  heard  from  him  the  next  month?    A.  Yes,  sir. 

Q.  I  think  it  was  testified  by  you  last  night  that  the  Attorney 
General  after  the  examination  made  a  demand  that  the  money 
should  be  returned?    A.  Yes,  sir. 

Q.  In  how  many  States  do  you  do  business?  A.  About  five 
or  six  or  seven. 

Q.  What  are  they?  A.  In  New  York,  Pennsylvania,  Mary- 
land, Illinois,  Alabama,  California  and  Rhode  Island. 

Q.  Have  you  ever  been  debarred  from  doing  business  in  any 
State?    A.  Yes,  sir. 

Q.  In  what  State  ?    A.  New  Jersey. 

Q.  When  was-that?    A.  Last  spring. 

Q.  What  was  the  reason  of  it — or  the  stated  reason?  A. 
Well,  that  is  different.  The  stated  reason  was  because  we  had 
made  that  loan  over  in  the  Citizens'  Trust  Company.  The  real 
reason  is  they  are  a  pack  of  pickpockets. 

Q.  Have  you  been  debarred  from  doing  business  in  any  other 
State  ?    A.  No,  sir. 

Q.  Some  years  ago  I  think  you  said  you  were  connected  with 
the  Bankers'  Life  Insurance  Company  ?    A.  Yes,  sir. 
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Q.  What  was  the  original  name  of  that  company?  A.  Bank 
Clerks'  Mutual  Benefit  Association. 

Q.  What  was  that  company  originally?  A.  An  assessment 
company. 

Q.  And  when  did  it  become  a  stock  company?  A.  1899,  I 
think. 

Q.  Was  its  name  changed  ?    A.  Its  name  was  changed  in  1904. 

Q.  To  the  Bankers'  Life  Insurance  Company  of  the  City  of 
New  York  ?    A.  Yes,  sir. 

Q.  Between  1899  and  1904  was  there  any  difference  in  its  or- 
ganization— ^I  mean  to  say  since  1899  has  there  been  any  differ- 
ence in  its  organization  other  than  the  change  of  name?  A. 
Yes,  I  think — not  since  1899 — not  since  it  was  organized  as  a 
stock  company. 

Q.  Then  it  started  and  maintained  for  some  years  an  assess- 
ment business  ?    A.  Yes,  sir. 

Q.  And  then  it  had  a  paid-up  capital  stock  of  how  much  at 
the  time  it  became  a  stock  company?    A.  $100,000. 

Q.  Has  its  stock  remained  substantially  the  same  ?  A.  I  think 
so. 

Q.  How  much  of  that  is  there?    A.  I  think  $100,000. 

Q.  What  was  your  connection  with  the  company  originally? 
A.  I  was  general  manager. 

Q.  How  long  were  you  general  manager?    A.  Three  years. 

Q.  When  did  you  cease  your  connection  with  the  company? 
A.  In  March,  1897. 

Q.  Did  you  subsequently  obtain  a  beneficial  interest  in  the 
stock  of  that  company  ?    A.  I  cannot  say  that  I  have. 

Q.  Have  you  within  recent  years  obtained  any  interest  in 
the  stock  of  the  company?  A.  I  own  jointly  with  Mr.  Van 
Schaick  ten  shares. 

Q.  Do  you  know  the  Knickerbocker  Investment  Company? 
A.  Yes,  sir. 
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Q.  Was  the  Knickerbocker  Investment  Company  organized 
to  take  and  acquire  an  interest  in  the  stock  of  the  Bankers' 
Insurance  Company  ?  A.   I  don't  know,  sir. 

Q.  Did  it  in  fact  acquire  an  interest  in  that  stock?  A.  I 
think  so. 

Q.  It  bought  626  shares,  did  it  not  ?    A.  I  believe  it  did. 

Q.  Out  of  a  total  of  $100,000?     A.  Yes,  sir. 

Q.  It  bought  those  shares  from  whom?  A.  Well,  I  am  not 
positive  about  that ;  it  is  only  hearsay  of  course.  There  are 
rumors  as  to  whom  they  bought  that  from.  I  don't  know 
positively. 

Q.  In  short,  the  Knickerbocker  Investment  Company  ac- 
quired a  control  of  the  Bankers'  Company  through  an  ownership 
of  a  majority  of  the  stock  in  it  about  1902?  A.  I  think  so; 
yes,  sir. 

Q.  When  did  you  become  interested  in  the  Knickerbocker 
Investment  Company?  A.  I  think  I  went  on  the  board  about 
along  in  the  spring  of  1904. 

Q.  Mr.  Eugene  Van  Schaick  also  went  on  the  board  of  the 
Knickerbocker  Investment  Company  about  that  time?  A.  At 
the  same  time. 

Q.  The  stock  which  the  Knickerbocker  Investment  Company 
had  acquired  in  the  Bankers'  Company  had  been  put  in  a  voting 
trust,  had  it  not  ?    A.  Yes,  sir. 

Q.  For  five  years  ?    A.  Yes.  sir. 

Q.  And  who  were  the  voting  trustees?  A.  Governor  Stokes, 
Foster  M.  Voorhees  and  William  Scherer. 

Q.  The  voting  trustees  issued  voting  trust  certificates  repre- 
senting an  equal  number  of  shares  of  the  stock  of  the  Bankers' 
Company?    A.  Yes,  sir. 

Q.  And  those  certificates  were  pledged  by  the  Knockerbocker 
Investment  Company  as  collateral  for  loans?  A.  I  beheve  so, 
ves,  sir. 
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Q.  Did  you  take  over  some  of  the  loans — you  and  Mr.  Van 
Schaick?     A.  We  did  at  one  time. 

Q.  To  the  amount  of  about  thirty-five  thousand  dollars?  A. 
Yes,  sir. 

Q.  And  did  you  lake  over  any  of  the  collateral  at  the  time — 
those  voting  trust  certificates  ?     A.  Yes,  sir. 

Q.  Did  you  take  over  the  entire  amount  of  the  collateral?  A. 
That  was  with  the  loan  that  we  took  up,  yes,  sir. 

Q.  Was  that  amount  equal  to  or  representing  626  voting 
trust  certificates?    A.  No,  sir,  not  all  of  that. 

Q.  How  much  did  it  represent?  A.  It  represented  something 
over  five  hundred  shares. 

Q.  That  is  something  more  than  a  control  of  the  bankers' 
company?    A.  Yes,  sir. 

Q.  So  that  your  position  with  Mr.  Van  Schaick  was  that  of 
creditor  of  the  Knickerbocker  Investment  Company  with  the 
voting  trust  certificates  representing  the  stock  of  the  Bankers' 
Company  and  security?     A.  Yes,  sir. 

Q.  That  was  in  the  early  part  of  1904?     A.  Yes,  sir. 

Q.  Did  the  Knickerbocker  Investment  Company  bring  a  suit 
to  dissolve  the  voting  trust?     A.  Yes,  sir. 

,Q.  Of  the  stock  of  the  Bankers'  Company?     A.  Yes,  sir. 

Q.  You  procured  that  suit  to  be  brought  ?  A.  The  Knicker- 
bocker Company  did. 

Q.  What  was  your  relation  to  the  Knickerbocker  Company  at 
that  time — ^were  you  an  officer?    A.  Director. 

Q.  Simply  a  director.  Did  you  with  or  without  Mr.  Fiske 
control  a  majority  of  the  stock  of  the  Knickerbocker?  A.  No, 
sir. 

Q.  You  were  then  simply  in  the  position  of  a  creditor  of  the 
Knickerbocker,  holding  a  small  amount  of  stock,  and  you  and 
others  believed  that  an  action  should  be  brought  to  break  up 
the  voting  trust  of  the  Bankers'  Life?     A.  Yes,  sir. 
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Q.  And  upon  what  ground  did  you  seek,  or  did  the  company 
seek  to  destroy  that  voting  trust?  A.  The  papers  in  the  case 
will  show  that  a  good  deal  better  than  I  can  tell  you. 

MR.  HUGHES:  Inasmuch  as  the  Bankers'  Life  Insurance 
Company  is  one  of  the  companies  to  be  investigated  and  the 
situation  is  somewhat  complicated,  I  will  read  from  the  opinion 
of  Hamilton  Odell,  dated  June  22d,  1905,  in  a  suit  in  the  Su- 
preme Court,  New  York  County,  of  the  Knickerbocker  Invest- 
ment Company,  plaintiff,  against  Foster  M.  Voorhees,  William 
Scherer  and  Edward  C.  Stokes,  individually,  and  as  voting  trus- 
tees, etc.,  and  the  Bankers'  Life  Insurance  Company,  defendants, 
so  much  of  the  opinion  as  bears  upon  the  facts  in  the  case : 

"The  plaintiff"- — that  is,  the  Knickerbocker  Investment  Com- 
pany— "is  a  New  Jersey  corporation.  It  was  organized  in 
March,  1902,  and  by  its  certificate  of  incorporation  was  author- 
ized to  do  a  general  real  estate,  investment,  brokerage  and  com- 
mission business — to  act  as  agents  for  individuals,  firms,  and 
corporations — to  buy  and  sell  all  kinds  of  stocks,  bonds  and 
other  securities — to  manufacture,  purchase  and  sell  goods, 
wares,  and  merchandise  of  every  description — and  also  'to  ac- 
quire and  undertake  all  or  any  part  of  the  business,  assets  and 
liabilities  of  any  person,  firm,  association  or  corporation,  and  to 
pay  for  the  same  in  cash,  the  stock  of  this  company  or  other- 
wise, and  to  carry  on  any  business  which  the  corporation  may 
think  calculated  to  develop  its  best  interests.'  It  is  alleged  in 
the  complaint  that  'the  purpose  of  the  incorporation  and  organ- 
ization of  the  Knickerbocker  Investment  Company,  was  the  for- 
mation, ownership  and  control  of  a  life  insurance  company,'  and 
in  the  separate  answers  of  the  defendants,  Voorhees  and  Stokes, 
it  is  admitted  that  'one  of  the  purposes  of  the  organization  of 
said  company  was  the  control  of  the  life  insurance  company 
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through  the  ownership  of  its  stock.'  No  such  purpose  is  stated 
in  terms  in  the  certificate  of  incorporation.  It  is  to  be  found,  if 
at  all,  in  the  very  general  and  comprehensive  language  of  the 
provision  quoted  above. 

"The  Bankers'  Life  Insurance  Company  is  a  New  York  cor- 
poration, it  has  a  capital  stock  of  $100,000  represented  by  one 
thousand  shares  of  $100  each.  In  November,  1902,  the  defend- 
ant, Voorhees,  acting  for  parties  identified  with  and  interested 
in  the  plaintiff,  and  now  in  his  own  behalf,  secured  an  option 
for  the  purchase  of  626  shares  of  the  stock  of  the  Bankers' 
Company,  and  at  once  executed  and  delivered  to  the  plaintiff, 
a  declaration  that  he  had  procured  such  option  for  the  plain- 
tiff's benefit,  and  that  upon  complying  with  the  terms  of  the 
option  the  plaintiff  would  be  entitled  to  a  transfer  of  said  shares. 
The  plaintiff  accepted  the  option  and  purchased  the  stock,  and 
a  few  weeks  later  after  the  happening  of  events,  which  need  not 
be  recited  here,  a  voting  trust  agreement  between  all  the  stock- 
holders of  the  Bankers'  Life  Insurance  Company  who  should 
become  parties  thereto,  by  signing  the  same,  parties  of  the  first 
part,  and  the  defendants,  Scherer,  Stokes  and  Voohees,  parties 
of  the  second  part,  was  entered  into  and  executed  by  the  plain- 
tiff and  the  three  second  parties,  by  which  the  said  second  parties 
were  constituted  voting  trustees  of  the  stock  of  the  parties  of  the 
first  part  and  issue  'stock  trust  certificates.'  Therefore,  and  to 
have  and  be  entitled  to  exercise  during  the  said  five  years  'all 
rights  of  every  name  and  nature  including  the  right  to  vote  in 
respect  to  all  such  shares  deposited.'  The  626  shares  which  be- 
longed to  the  plaintiff  were  deposited  with  the  trustees  pursuant 
to  the  said  agreement,  and  were  voted  by  them  at  the  annual 
elections  of  directors  of  the  Bankers'  Life  Insurance  Company 
in  the  years  1903  and  1904.  No  other  act  has  been  done  or  at- 
tempted by  the  trustees  as  holders  of  said  stock. 

"This  action  is  brought  to  obtain  the  removal  of  the  trustees 
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'for  violation  of  their  fiduciary  trust  toward  their  cestuis  que 
trustent'  and  to  have  the  voting  trust  agreement  'declared  null, 
void,  and  of  no  effect,  having  been  conceived  and  executed  in 
fraud  of  the  rights  of  the  Knickerbocker  Investment  Company.' 
The  complaint  abounds  in  charges  of  conspiracy  and  fraud 
against  Scherer  and  Stokes  and  Voorhees.  It  is  alleged  that  they 
conceived  a  scheme  for  acquiring  personal  control  of  the  Bank- 
ers' Life  Insurance  Company  'with  its  consequent  personal  bene- 
fits to  themselves ;'  that  in  the  prosecution  of  said  scheme,  Stokes 
and  "Voorhees,  by  false  representations,  willfully  made,  induced 
the  directors  of  the  Knickerbocker  Investment  Company  to  pur- 
chase the  626  shares  of  stock,  and  then  to  enter  into  the  Voting 
Trust  Agreement,  naming  the  defendants  Voorhees,  Stokes  and 
Scherer  as  trustees;'  that  in  further  prosecution  of  said  scheme, 
the  three  conspirators  voted  themselves  in  as  directors  of  the 
Bankers'  Company  at  the  annual  election  held  in  January,  1903, 
'and  voted  in  other  persons  as  directors,  who  were  their  blind 
tools  and  figureheads,  and  who  would  do  their  bidding  as  direc- 
tors;' that  having  obtained  control  of  the  directorate,  they  pro- 
ceeded to  vote  themselves  and  their  kindred  into  profitable  of- 
fices, and  use  their  positions  and  voting  power  for  their  own 
benefit,  in  violation  of  the  trust  imposed  in  them,  'voting  them- 
selves large  and  unreasonable  salaries'  and  doing  other  dishonest 
and  disreputable  things,  with  the  result  that  the  business  of  the 
company  was  largely  reduced,  and  its  stock  was  largely  depre- 
ciated in  value.  Not  one  of  the  allegations  of  collusion  or  con- 
spiracy or  fraud  has  been  shown  to  be  true.  It  is  due  to  these 
defendants  to  say  that  the  proofs  utterly  fail  to  show  any  con- 
certed action  on  their  part,  or  any  plan  or  scheme  conceived 
or  contrived  by  them,  or  any  false  representations  or  fraud,  or 
any  possession  or  control  by  them  of  the  directors  of  the  Bank- 
ers' Company,  or  any  misuse  or  abuse  of  the  voting  power,  or 
anv  other  misconduct  or  violation  or  neglect  of  duty,  either  as 
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voting  trustees,  or  as  officials  of  the  company.  Nor,  am  I  able 
to  discover  anything  in  the  record  before  me,  which  will  per- 
mit of  finding  that  any  misfortune  that  may  have  overtaken  the 
Bankers'  Life  Insurance  Company — any  decrease  of  business  or 
loss  of  surplus,  or  shrinkage  in  the  value  of  its  stock — is  properly 
or  fairly  chargeable  to  these  voting  trustees,  either  directly,  by 
reason  of  their  own  acts  or  omissions,  or  indirectly  through  any 
unfitness  or  incompetency,  or  infidelity  or  negligence  or  other 
defect,  moral,  mental  or  physical,  of  the  directors  they  selected 
and  elected  to  manage  the  company's  affairs.  It  is  plain,  I  think, 
that  if  relief  is  granted  to  the  plaintiff  in  said  action  it  must  be 
for  some  other  reason  than  fraud  or  other  misconduct  on  the 
part  of  the  defendants. 

"No  other  ground  of  action  is  set  forth  in  the  complaint  unless 
it  be  as  alleged  in  the  tenth  paragraph,  that  'there  was  no  con- 
sideration paid  or  given  for  the  execution'  of  the  voting  trust 
agreement.  My  opinion  is  that  the  proofs  disclose  an  abundant 
consideration.  The  facts  appear  to  be  as  follows :  On  Novem- 
ber 8,  1902,  the  option  agreement,  as  it  is  called,  was  entered 
into  between  Charles  H.  Fancher  and  the  defendant  Voorhees. 
Fancher  owned  125  shares  covered  by  the  option,  the  other  501 
shares  were  owned  by  Demarest.  The  price  to  be  paid  by  Voor- 
hees was  $300  a  share,  amounting  to  $187,800.  Of  this  sum 
$30,000  was  paid  on  the  signing  of  the  agreement.  As  to  the 
balance  the  agreement  provided  that  $82,000  should  be  paid 
within  ninety  days  thereafter,  and  that  Fancher  should  procure  a 
loan  for  Voorhees  of  not  more  than  $75,000,  'with  which  to  make 
up  and  pay  the  sum  remaining  due,  such  loan  not  to  extend  be- 
yond a  period  of  four  months  from  the  time  of  making  such  loan, 
and  the  stock  to  be  deposited  as  collateral  for  the  payment 
thereof;'  and  it  is  expressly  agreed,  that  in  case  Voorhees  should 
not  complete  the  purchase  of  said  stock  according  to  the  terms 
of  the  option,  the  $30,000  should  be  forfeited — the  agreement 
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declaring  that  it  was  paid  "as  the  purchase  price  of  the  option 
hereinbefore  given'— to  be  applied  however,  as  a  payment  on 
account  in  case  the  purchase  was  completed.  On  the  same  day 
(November  8th),  Voorhees  executed  and  delivered  to  the  plain- 
tiff, a  writing  over  his  hand  and  seal,  in  which  he  declared  that 
he  had  procured  the  option  for  the  benefit  of  the  said  Knicker- 
bocker Investment  Company,  and  that  it,  said  company,  upon 
compliance  with  the  terms  of  said  option,  will  be  entitled  to  have 
said  stock  transferred  to  it.'  At  a  meeting  held  on  the  2ist  of 
November,  1902,  the  stockholders  of  the  Knickerbocker  Com- 
pany voted  without  dissent  to  take  over  the  option  and  pur- 
chase the  626  shares  of  stock  for  $187,000,  the  directors  of  the 
Bankers'  Life  Insurance  Company  were  so  disturbed  by  the 
proposed  transfer  of  a  controlling  interest  in  the  stock  to  out- 
side parties,  that  on  the  13th  of  December  they  adopted  a  reso- 
lution by  which  they  'placed  themselves  on  record  as  unalterably 
opposed  to  the  consummation  of  this  option  for  the  transfer  of 
the  control  of  the  capital  stock  of  this  company  into  the  hands 
of  Governor  Voorhees  or  anybody  else  of  whom  we  have  had  no 
previous  knowledge.'  And  by  which  they  instructed  the  counsel 
of  the  company,  'to  take  such  steps  as  may  be  necessary  to  pro- 
tect the  interests  of  the  company  in  this  matter.  This  action 
of  the  Board  was  communicated  to  the  Knickerbocker  Invest- 
ment Company  and  to  Governor  Voorhees.  It  was  not  claimed, 
as  I  understand  it,  that  Francher  and  Demarest  were  not  at 
liberty  to  dispose  of  their  stock  to  any  party  and  upon  any 
terms  they  pleased,  or  that  there  was  any  legal  ground  upon 
which  the  Bankers'  Company  could  prevent  the  acquisition  of 
the  stock  by  the  Investment  Company;  and  it  may  fairly  be  as- 
sumed that  the  Investment  Company  would  have  paid  no  heed 
to  the  Bankers'  Company's  resolution  or  protest  to>  Demarest, 
who  was  a  director  of  that  company,  and  who  had  not  signed  the 
option  agreement,  had  not  given  notice  that  he  would  not  carry 
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out  the  option  and  deliver  his  stock  unless  matters  were  ar- 
ranged to  the  satisfaction  of  the  Bankers'  Company.  It  was 
during  the  negotiations  that  followed  that  the  voting  trust  was 
suggested  as  a  solvent  of  the  situation.  Meantime,  application 
had  been  made  by  the  Investment  Company  to  Fancher,  for  a 
loan  of  $15,000  in  addition  to  the  loan  of  $75,000,  which  in  the 
option  agreement  Fancher  had  engaged  to  procure  for  use  in 
making  the  final  payment  on  the  stock.  The  results  were  as 
follows:  Fancher  agreed  to  make  the  additional  loan;  and  on 
December  27th,  1902,  an  agreement  was  entered  into  between 
him  and  the  Investment  Company,  which  recited  the  option  of 
November  8th,  and  the  deposit  of  626  shares  in  escrow  with  the 
Irving  National  Bank,  and  the  assignment  of  the  option  by  Voor- 
hees  to  the  Investment  Company,  and  that  'the  parties  hereto 
deem  it  for  their  interest  that  a  voting  trust  be  created,  and  the 
voting  power  on  said  626  shares  of  stock  .    be  lodged  with 

voting  trustees,'  and  that  'the  party  of  the  first  part  has  agreed  to 
procure  a  loan  to  the  party  of  the  second  of  the  sum  of  $15,000, 
in  addition  to  said  sum  of  $75,000,  as  agreed  upon  in  the  original 
option,'  and  by  which,  'in  consideration  of  the  premises,  etc.,  the 
Investment  Company  agreed  to  deliver  and  Francher  agreed  to 
accept,  as  a  security  for  said  loan,  and  in  lieu  of  the  said  shares 
of  stock  'stock  trust  certificates  to  be  issued  by  the  voting  trus- 
tees appointed  under  the  deed  of  trust,  now  being,  arranged  be- 
tween committees  of  the  party  of  the  second  part  (the  Invest- 
ment Company)  and  said  insurance  company  (the  Bankers'  Life). 
On  the  same  day  upon  receipt  of  communications,  'from  the 
representatives  of  the  Bankers'  Life  Insurance  Company,  and 
the  makers  of  the  option  held  by  the  Hon.  Foster  M.  Voor- 
hees  on  behalf  of  this  company'  the  directors  of  the  Knicker- 
bocker Investment  Company  adopted  the  following  resolution: 
"Resolved,  That  the  amendments  to  the  aforesaid  option, 
where  by  the  amount  agreed  to  be  loaned  upon  the  stock  of 
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the  Bankers'  Life  Insurance  Company,  according  to  the  terms 
thereof,  was  increased  from  $75,000  for  four  months  to  $90,000, 
as  follows:    $10,000  for  thirty  days  and  $80,000  for  four  months, 
upon  condition  that  the  stock  in  the  Bankers'  Life  Insurance 
Company  of  the  City  of  New  York,  so  to  be  purchased  and 
transferred,  when  transferred  to  this  company  shall  immediately 
be  retransferred  to  three  voting  trustees,  according  to  the  terms 
of  the  agreement  submitted  as  aforesaid,  and  to  receive  stock 
certificates,  be  accepted  by  this  company  in  lieu  of  the  option 
as  originally  given  and  accepted;  'and  the  officers  of  the  Invest- 
ment Company  were  authorized  and  directed  to  execute  on  be- 
half of  the  company  the  voting  trust  agreement,  upon  condition 
that  the  names  of  the  following  persons  be  inserted  in  said  agree- 
ment,  as  the    voting  trustees  provided  for  therein:     William 
Scherer,  Edward  C.  Stokes  and  Foster  M.  Voorhees.'     On  the 
preceding  day  (December  26th),  the  directors  of  the  Bankers' 
Life  Insurance  Company  acted  upon  and  adopted  the  report  of 
the  Special  Committee  previously  appointed,  which  recommend- 
ed 'that  a  Voting  Trust  be  created  for  three  members,  one  such 
voting  trustee  to  be  selected  by  the  present  Board  of  Directors 
of  this  company  as  representing  the  owners  of  the  minority  of 
the  capital  stock  of  the  company;  one  to  be  selected  by  the  owner 
of  said  option  for  the  purchase  of  the  majority  of  the  stock,  as 
representing  the  holders  of  the  majority  of  said  stock;  and  the 
third  voting  trustee  to  be  the  choice  of  those  two;'  and  William 
Scherer  was  designated  as  the  voting  trustee  of  the  minority  of 
the  stock.     The  matter  was  closed  upon  these  terms.     Demar- 
est's  opposition  was  withdrawn;  the  Investment  Company  be- 
came the  owner  of  the  stock;  it  designated  the  Defendant  Voor- 
hees as  its  voting  trustee;  the  voting  trust  agreement  was  exe- 
cuted, and  trust  certificates  were  issued  by  the  voting  trustees, 
and  deposited  as  a  security  for  the  loan  made  to  the  Investment 
Company,  by  aid  of  which  it  completed  the  purchase  of  the 
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shares.  The  facts  narrated  show  ample  consideration  to  sup- 
port the  voting  trust  agreement.  Under  the  amended  option 
agreement  the  plaintiff  acquired  title  to  the  stock,  'upon  con- 
dition' that  it  should  be  immediately  transferred  to  three  voting 
trustees  according  to  the  terms  of  the  agreement,  which  it  is 
sought  in  this  action  to  avoid  and  annul.  The  increased  loan  of 
$15,000  to  the  plaintiff  was  made  or  procured  by  Fancher  upon 
the  same  condition." 

Then  follows  a  consideration  of  the  questions  of  law  with  refer- 
ence to  the  consideration  being  a  valuable  one  and  to  the  validity 
of  the  voting-trust  agreement  tinder  the  law  of  New  Jersey,  with 
citations  of  authority  upon  that  point.  The  conclusion  of  the 
learned  referee  is :  "My  judgment  is  that  the  complaint  should  be 
dismissed." 

Q.  Now,  in  the  spring  of  this  year,  did  you,  with  other  direc- 
tors of  the  Knickerbocker  Investment  Company,  form  a  company 
known  as  the  Manhattan  Bond  and  Underwriting  Company?  A. 
Yes,  sir. 

Q.  And  that  company  was  formed  under  the  laws  of  the  State 
of  New  York  ?     A.  Yes,  sir. 

Q.  Did  that  company  take  over  $35,000  of  the  obligations  of  the 
Knickerbocker  Investment  Company?     A.  Yes,  sir. 

O.  And  does  that  company  hold  as  security  something  over  five 
hundred  shares  of  the  voting  trust  certificates  representing  the 
stock  of  the  Bankers'  Life  Insurance  Company  ?     A.  Yes,  sir. 

Q.  Did  the  Manhattan  Company  issue  a  bond  in  exchange  for 
the  stock  of  the  Knickerbocker  Investment  Company?  A.  Yes, 
sir. 

Q.  Is  this  the  form  of  the  bond  (showing  witness  paper)  ?  A. 
I  should  say  so — yes,  sir.  Of  course,  I  assume  you  have  made 
a  copy  of  it. 

Q.  You  and  Mr.  Van  Schaick  own  practically  all  of  the  stock  of 
the  Manhattan  Company?     A.  Yes,  sir. 
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Q.  So  that  the  Manhattan  Company  now  stands  in  place  as  a 
technical  corporation  of  you  and  Mr.  Van  Schaick  as  the  creditor 
of  the  Knickerbocker  Investment  Company  holding  the  majority 
of  the  Bankers'  Life  Insurance  Company's  stock  as  collateral — 
that  is,  subject  to  the  voting  trust?  A.  I  suppose  we  will  draw 
—that  would  be  the  natural  conclusion. 

Q.  Has  this  decision  been  appealed  from  of  Hamilton  Odell? 
A.  I  believe  so. 

Q.  Through  the  issue  of  these  bonds  of  the  Manhattan  Com- 
pany to  the  Knickerbocker  Investment  Company  has  the  Manhat- 
tan Company  acquired  a  majority  of  the  stock  of  the  Knicker- 
bocker Investment  Company?     A.  Yes,  sir. 

Q.  So  that  the  Manhattan  Company  is  the  owner  of  the  majority 
of  the  stock  of  its  own  debtor  on  the  $?=;,ooo  loan?     A.  Yes,  sir. 

MR.  HUGHES :  The  form  of  the  bond  of  the  Manhattan  Com- 
pany I  will  have  marked  in  evidence  and  introduced  at  this  place. 

Paper  marked  Exhibit  No.  761. 

Q.  Was  the  Manhattan  Company  organized  for  the  purpose  of 
obtaining  control  of  the  Knickerbocker  Investment  Company  and 
through  that  the  control  of  the  Bankers'  Life  ?    A.  Yes,  sir. 

Q.  Following  that  organization  was  there  a  suit  brought  in  the 
State  of  New  Jersey?     A.  I  believe  so — yes,  sir. 

Q.  Is  there  a  suit  now  pending  there?    A.  No,  sir. 

Q.  When  was  it  discontinued?  A.  Within  two  weeks  after  it 
was  brought. 

Q.  Abandoned?    A.  Well,  it  was  dismissed. 

Q.  Who  brought  the  suit?  A.  I  believe  it  was  brought  by 
Howard  Stokes. 

Q.  It  was  brought  on  behalf  of  the  minority  interest  of  the 
Knickerbocker  Investment  Company?    A.  Well,  perhaps  so. 
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Q.  Against  yourself  and  Mr.  Fisk  in  the  Manhattan  Company  ? 
A.  I  think  so. 

Q.  Now,  was  a  preliminary  receiver  appointed?    A.  Yes,  sir. 

Q.  And  then  the  suit  was  dismissed  upon  an  arrangement 
changing  somewhat  the  plan  which  had  been  formulated?  A. 
Well,  sir,  I  don't  know  about  that.  I  understood  the  suit  was 
dismissed  on  an  argument  in  court. 

Q.  Was  there  an  arrangement  made  by  which  the  obligations  of 
the  Knickerbocker  held  by  the  Manhattan  were  changed  to  time 
loans  which  should  not  mature  until  the  expiration  of  the  voting 
trust?    A.  Yes,  sir. 

Q.  And  in  consideration  of  that  which  made  it  impossible  for 
the  Manhattan  Life  to  sell  out  the  collateral  prior  to  the  expiration 
of  the  voting  trust  the  legal  proceedings  in  New  Jersey  were  with- 
drawn? A.  Yes,  I  presume  that  may  be  so;  I  don't  know;  the 
legal  proceedings  were  terminated  and  the  receiver  was  dismissed 
and  that  was  one  of  the  things  that  transpired,  but  whether  that 
was  the  reason  for  it  I  don't  know.  , 

Q.  Then  the  $35,000  against  which  a  majority  of  the  voting 
trust  certificates  representing  the  stock  of  the  Bankers'  Life  In- 
surance Company  stands  as  collateral  is  now  in  the  shape  of  a 
time  loan?     A.  Yes,  sir. 

Q.  Maturing  at  the  expiration  of  the  voting  trust?  A.  Yes, 
sir. 

Q.  Through  the  Manhattan  controlling  the  Knickerbocker 
Trust  Company  and  through  your  control  with  Mr.  Van  Schaick 
of  the  Manhattan  Company  you  are  in  a  position  to  default  upon 
that  loan  of  $35,000  and  have  the  collateral  sold  out,  if  you  so 
desire  ?     A.  I  do  not  so  understand  it. 

Q.  In  other  words  you  control  the  debtor  and  therefore  the 
payment  of  the  obligation  ?  Mr.  Van  Schaick  says  there  is  a  pro- 
vision in  the  loan  that  the  collateral  shall  not  be  sold  out,  save 
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upon  fair  notice  and  notice  to  every  stockholder  of  the  Knickei- 
bocker  Investment  Company.  Was  that  put  in  as  a  part  of  the 
disposition  of  the  suit? 

MR.  VAN  SCHAICK:  Why,  yes. 

MR.  HUGHES :  A  suggestion  of  the  court  ? 

MR.  VAN  SCHAICK :  It  was  a  suggestion  of  ourselves  which 
the  court  availed  itself  of. 

Q.  So  that  to  sum  up  the  situation  of  the  Bankers  Life  In- 
surance Company^  its  stock  is  held  by  voting  trustees  who  up 
to  date  have  been  confirmed  in  their  position  by  the  court  and 
the  voting  trust  expires  about  1907? 

MR.  VAN  SCHAICK:  Yes. 

Q.  The  majority  of  the  voting  trust  certificates  are  owned  by 
the  Knickerbocker  Investment  Company? 

THE  WITNESS:  That  is  right. 

Q.  A  majority  of  the  voting  trust  certificates  owned  by  the 
Knickerbocker  Investment  Company  is  pledged  with  the  Man- 
hattan Bond  and  Underwriting  Company?    A.  Yes. 

Q.  The  Manhattan  Bond  and  Underwriting  Company  owns 
a  majority  of  the  stock  of  the  Knickerbocker  Investment  Com- 
pany?   A.  Yes,  sir. 

Q.  And  you  and  Mr.  Van  Schaick  own  practically  all  of  the 
stock  of  the  Manhattan  Bond  and  Underwriting  Company? 
A.  That  is  right. 

Q.  When  you  originally  planned  the  organization  of  the  Life 
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Association  of  America  you  issued  a  prospectus,  didn't  you? 
A.  Issued  a  good  many. 

Q.  Is  that  one  of  them  (showing  witness  paper)?  A.  This 
is  one  of  them,  yes,  sir. 

MR.  HUGHES:  I  ofifer  it  in  evidence. 

Paper  market  Exhibit  762  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Now,  did  you  send  out  with  this  prospectus  or  at  any  time 
did  you  give  to  persons  illustrations  of  returns  to  the  investors? 
A.  Yes,  sometimes. 

Q.  Is  this  one  of  them  that  I  now  show  you?  A.  No,  sir,  I 
did  not  make  that.  Some  of  our  agents  made  that  and  sent  it 
out.  They  made  out  their  own  estimates  on  those  things  and 
that  is  made  out  by  some  agent.  I  don't  know  as  I  ever  saw 
it  before. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  763  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Now,  did  the  agents  have  the  stock  or  rather  the  sub- 
scription blanks  or  whatever  were  used  in  obtaining  subscrip- 
tions?   A.  I  don't  think  so. 

Q.  How  were  the  subscriptions  obtained?  A.  When  they 
got  an  application  for  insurance  and  when  that  was  issued  the 
man  sent  his  check  for  the  stock,  the  stock  was  deposited  in 
the  North  American  Trust  Company  and  a  certificate  calling 
for  the  stock  was  issued  and  endorsed  by  the  North,  American 
Trust  Company.  When  that  was  returned  to  the  company  the 
stock  was  issued  and  that  was  taken  up. 
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Q.  So  the  matter  of  obtaining  investment  in  the  stock  was 
put  in  the  hands  of  agents  very  largely?    A.  Oh,  yes,  yes,  sir. 

Q.  What  was  this  cash  commission  contract  $2,000  that  is 
estimated?  A.  That  is  on  the  original  charter  members  we 
made  a  contract  with  them  that  they  would  be  entitled  to  one 
per  cent,  of  the  premiums  on  the  business  done  in  the  State 
of  New  York  and  that  is  what  they  estimated  that  would  be 
in  ten  years,  to  those  that  were  surviving  at  the  end  of  the 
time.     That  was  the  tontine  contract. 

Q.  One  per  cent,  commission?    A.  Yes,  sir. 

Q.  How  long  was  that  maintained?  A.  That  is  maintained 
now. 

Q.  Is  that  in  force  now?  A.  That  is  in  force  now.  We  can- 
not abrogate  those  contracts;  we  took  them  over. 

Q.  How  many  of  your  policyholders  share  in  that  commis- 
sion?    A.  I  should  think  about  150. 

Q.  What  proportion  of  your  business  is  within  the  State  of 
New  York?    A.  A  great  majority  of  it — two-thirds  of  it. 

Q.  Where  does  the  commission  to  these  policyholders  ap- 
pear in  your  report?  A.  It  does  not  appear  there;  it  is  not 
payable  until  the  end  of  ten  years. 

Q.  You  do  not  treat  it  as  a  liability  then?    A.  No,  sir. 

Q.  Is  the  Insurance  Department  familiar  with  that  arrange- 
rnent  made  with  policyholders?     A.  Undoubtedly. 

Q.  Have  you  had  any  interviews  with  anyone  from  the  De- 
partment in  regard  to  it?  A.  We  consulted  them  about  every- 
thing and  I  think  about  that  also;  I  don't  know. 

Q.  They  have  never  suggested  you  should  charge  yourselves 
with  that  as  a  liability?    A.  No,  sir. 

Q.  Do  you  keep  any  account  of  it  in  your  books  ?    A.  No,  sir. 

THE  CHAIRMAN:  How  much  is  it  estimated  at? 
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MR.  HUGHES:  It  is  estimated  in  the  case  of  a  five  thou- 
sand dollar  policy  in  the  illustration  I  have  here  to  amount  to 
$2,000  at  the  end  of  ten  years,  one  per  cent,  of  the  gross  pre- 
miums. 

THE  WITNESS:  Yes,  sir,  one  per  cent,  of  the  gross  pre- 
miums. 

Q.  One  per  cent,  of  the  gross  premiums  to  be  divided  among 
the  policyholders  surviving  the  period  and  that  is  one  per  cent, 
of  the  gross 'premiums  beginning  with  what  time?  A.  Begin- 
ning of  the  company. 

Q.  That  is  as  a  stock  company?  A.  That  is  the  Mutual 
Company. 

Q.  It  meant  I  suppose  last  year  $1,855?    A.  Yes,  sir. 

BY  MR.  SCOTT: 

Q.  There  is  no  way  of  computing  the  amount  of  liability  be- 
cause you  cannot  determine  the  number  who  will  survive?  A. 
You  cannot  tell  the  amount  until  the  end  of  the  term.  It  only 
belongs  to  the  survivors. 

BY  MR.  HUGHES: 

Q.  If  there  are  no  survivors  there  will  be  nothing  paid?  A. 
Nothing  paid. 

Q.  How  is  this  amount  of  $2,000  arrived  at  here?  A.  I 
don't  know.  The  agent  who  sent  that  statement  out  arrived 
at  it  in  his  own  way.  I  suppose  he  estimated  we  would  write 
$25,000,000  in  the  time  specified. 

Q.  Later  on  there  was  a  good  deal  of  dissatisfaction  with 
those  who  had  agreed  to  take  stock,  was  there  ?    A.  No,  sir. 
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Q.  Didn't  a  good  many  withdraw  from  the  plan?  A.  No, 
sir,  none  of  them. 

Q.  None  of  them  who  originally  agreed  to  take  stock?  A. 
No,  sir,  no  one. 

Q.  Didn't  you  return  the  money  to  several?    A.  No,  sir. 

Q.  I  mean  by  you  the  company?  A.  No,  sir.  They  were 
always  glad  to  get  the  stock. 

MR.  HUGHES :   That  is  all,  Mr.  Townsley. 

JOHN  TATLOCK,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Tatlock,  yoa  are  the  president  of  the  Washington 
Life  Insurance  Company?    A.  Yes,  sir. 

Q.  How  long  have  you  been  president  of  that  company?  A. 
I  was  elected  on  December  30,  1904. 

Q.  Were  you  previous  tO'  that  in  the  insurance  business? 
A.  Yes,  sir,  for  twenty  years. 

Q.  In  connection  with  what  company?  A.  With  the  Mu- 
tual Life. 

Q.  In  what  capacity  did  you  serve  that  company?  A-  For 
nearly  sixteen  years  I  was  assistant  actuary  of  the  Mutual 
Life. 

Q.  For  sixteen  years  prior  to  your  leaving  it?    A.  Yes,  sir. 

(Handing  witness  book). 

Q.  Is  this  the  charter  of  the  Washington  Life  Insurance 
Company?     A.  Yes,  sir. 

Q.  The  Washington  Life  Insurance  Company  was  incorpo- 
rated in  January,  i860,  Act  of  June  24,  1853,  providing  for  the 
incorporation  of  life  and  health  insurance  companies?  A. 
Yes,  sir. 
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AIR.  HUGHES :  I  will  read  from  the  charter  the  following 
provision : 

Article  3.  Section  2.  Amended  1863  to  read  as  follows : 

The  insurance  business  of  the  company  shall  be  conducted 
upon  the  principle  of  giving  to  policyholders  an  interest  in  the 
profits  of  the  company  as  hereinafter  provided,  unless  other- 
wise expressly  agreed  between  the  company  and  the  assured. 

Article  7.  Section  i.  The  amount  of  the  capital  stock  of  the 
•company  shall  be  $125,000,  divided  into  shares  of  $50  each, 
"which  shall  be  personal  property  and  transferrable  on  the 
books  of  the  company  according  to  the  law  of  the  by-laws  of 
the  company. 

Section  2,  amended  1863  to  read  as  follows:  The  policy- 
holders of  the  said  capital  stock  shall  be  entitled  to  a  semi- 
annual net  dividend  out  of  the  earnings  of  the  company  of, 
but  not  exceeding,  three  and  one-half  per  cent,  on  the  amount 
•of  stock  held  by  them  respectively,  payable  on  and  after  the 
first  day  of  February  and  August  in  every  year,  without  de- 
duction, said  payment  commencing  with  the  ist  day  of  August, 
1863. 

Section  4.  The  Board  of  Directors  shall  have  power  in  its 
discretion,  to  increase  the  capital  stock  of  the  company  to  an 
amount  not  exceeding  five  hundred  thousand  dollars,  and  for 
that  purpose  to  provide  by  resolution  for  the  subscription  and 
issue  of  additional  stock  to  an  amount  not  exceeding  $75,000 
in  like  shares  of  fifty  dollars  each,  payable  in  cash. 

Article  8.  Section  i,  amended  1863  to  read  as  follows:  The 
company  within  sixty  days  next  after  the  expiration  of  five 
years  from  the  ist  day  of  January,  1861,  and  within  the  first 
sixty  days  next  after  the  expiration  of  every  subsequent  period  of 
five  years,  shall  cause  a  general  statement  to  be  made  of  the 
affairs  of  the  company,  which  shall  exhibit  the  amount  of  the 
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then  remaining  net  profits  of  the  company  after  allowing  a  suf- 
ficient amount  to  reinsure  all  outstanding  risks,  and  to  cover 
all  other  obligations.  The  whole  amount  of  the  net  profits  so 
ascertained  as  above  provided  shall  be  credited  to  the  account 
shall  be  apportioned  among  them  and  paid  or  applied  in  such 
of  the  policyholders  entitled  to  participate  in  the  profits  which 
manner  or  at  such  time  as  the  Board  of  Directors  may  deem 
equitable  and  from  time  to  time  provide, 

O.  Has  the  capital  stock  of  the  company  been  increased? 
A.  Yes,  it  has  been  increased  to  five  hundred  thousand  dollars. 

Q.  When  was  the  increase  made?  A.  As  of  December  29, 
1904 — December  30. 

Q.  And  ratified  by  the  stockholders?  A.  Later  on,  Febru- 
ary 3,  1905. 

Q.  These  are  the  present  by-laws  of  your  company?  A. 
Yes,  sir. 

Q.  Adopted  at  what  time?    A.  April  18,  1905. 

MR.  HUGHES :  I  will  read  from  the  by-laws  the  following: 

Article  2.  At  each  annual  meeting  for  the  election  of  presi- 
dent and  vice-president  the  following  standing  committees 
shall  be  appointed  by  the  president,  subject  to  the  approval  of 
the  board,  and  they  shall  hold  office  until  their  successors  are 
appointed. 

xst.  An  executive  committee,  to  consist  of  nine  members, 
including  the  president. 

2d.  A  finance  committee  to  consist  of  seven  members,  in- 
cluding the  president. 

3d.  An  insurance  committee  to  consist  of  eight  members,  in- 
cluding the  president. 

4th.  An  auditing  committee  to  consist  of  four  members. 
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A  majority  of  any  committee  shall  be  a  quorum  for  the 
transaction  of  business. 

Regular  minutes  of  the  proceedings  and  resolutions  of  the 
standing  committee  shall  be  kept  in  books  provided  for  that 
purpose  and  shall  be  read  at  the  next  stated  meeting  of  the  di- 
rectors when  called  for.  Every  report  of  a  standing  com- 
mittee not  entered  on  the  minutes  shall  be  in  writing,  and 
signed  by  the  members  of  the  committee  assenting  thereto. 

All  standing  committees  shall  convene  on  the  call  of  the 
president. 

Article  3.  Executive  Committee.  It  shall  be  the  duty  of 
the  executive  committee  to  fix  and  regulate  all  salaries  and 
fees  of  the  officers,  directors  and  employees  at  the  home  office 
of  the  company,  subject  to  the  approval  of  the  board.  To  take 
cognizance  of  any  business  which  may  be  referred  to  them  by 
the  president,  and  generally  to  advise  and  consult  with  him  on 
all  matters  not  specially  confided  to  the  other  committees. 

Article  4.  Finance  Committee.  It  shall  be  the  duty  of  the 
finance  committee  to  superintend  the  finances  and  investments 
of  the  company,  and  to  consult  and  advise  with  the  president 
on  all  matters  connected  with  the  finances  of  the  corporation. 
The  finance  committee  shall  require  from  such  of  the  officers 
and  employees  of  the  company  as  in  its  discretion  may  seem  ad- 
visable, proper  bonds  with  surety  for  the  faithful  performance 
of  the  prescribed  duties  of  such  officers  and  employees. 

Article  5.  Insurance  Committee.  It  shall  be  the  duty  of  the 
insurance  committee  to  receive  and  pass  upon  all  recommenda- 
tions of  the  president  in  regard  to  rates  of  premium,  forms  of 
policy  contracts,  agency  contracts,  and  such  changes  or  modi- 
fications in  the  agency  system  of  the  company  as  may  be  re- 
ferred to  the  committee  by  the  president.  In  November  of 
each  year  the  insurance  committee  shall  receive  a  report  from 
the  president  and  the  actuary  on  the  amount  of  surplus  which 
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may  be  apportioned  to  participating  policyholders  during  the 
ensuing  calendar  year,  and  shall  report  to  the  board  its  recom- 
mendations in  regard  thereto. 

Article  6.  Auditing  Committee.  The  auditing  committee 
shall  meet  twice  in  each  year  in  conjunction  with  a  professional 
accountant  or  audit  company,  examine  the  books,  accounts  and 
securities  of  the  company  and  report  thereon  to  the  board. 

Article  7.  Officers.  The  officers  of  this  company  who  shall 
be  elected  by  the  board  shall  consist  of  the  president,  vice- 
president,  second  vice-president  and  secretary,  and  the  board 
may  appoint  an  actuary  and  medical  director,  auditor,  treas- 
urer and  attorney  and  such  other  officers  or  assistants  as  may 
from  time  to  time  be  required.  The  first  four  officers  men- 
tioned in  this  article  shall  be  known  as  executive  officers. 

Article  16.  No  policy  shall  be  issued  on  any  single  life  for 
a  greater  sum  than  fifty  thousand  dollars,  but  a  policy  for  that 
amount  of  which  the  commuted  value  may  exceed  that  sum 
may  be  issued. 

Q.  There  is  no  provision  in  your  company  for  voting  by  the 
policyholders?     A.  No,  sir. 

Q.  Who  are  the  present  executive  officers  of  your  company? 
A.  The  president;  Hon.  Charles  H.  Alien,  vice-president;  Mr. 
T.  T.  Johnson,  second  vice-president;  Mr.  J.  B.  W.  Vandewater, 
secretary. 

Q.  Were  any  of  these  officers  connected  with  the  company 
prior  to  1904?  A.  Mr.  Vandewater  has  been  connected  with 
the  company  for  a  great  many  years,  but  not  in  an  official  ca- 
pacity until  this  fall. 

Q.  When  were  the  new  officers  elected  or  chosen?  A.  I 
was  elected  president  on  December  30,  1904,  and  then  after 
meeting  on  the  second  Tuesday  in  April,  1905,  was  re-elected 
in  accordance  with  the  charter  and  by-laws  and  Mr.  Allen  was 
elected  vice-president  at  the  same  time.     Mr.  Johnson,  I  think, 
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was  elected  second  vice-president  on  the  same  date,  and  Mr. 
Vandewater  was  elected  secretary  on  the  third  Tuesday  in 
October,  1905.     I  have  forgotten  the  exact  day  of  the  month. 

Q.  Have  you  a  list  of  the  present  directors  of  your  com- 
pany?   A.  Yes. 

Q.  This  is  a  correct  list?  A.  Well,  there  are  three  names- 
there  who  are  not  now  directors. 

Q.  Will  you  check  them  ofif?  A.  Yes,  sir.  Judge  O'Brien, 
Mr.  Root  and  Mr.  Thomson. 

MR.  HUGHES:  The  present  force,  then,  is  as  follows: 
Charles  H.  Allen,  Dumont  Clarke,  Samuel  B.  Clarke,  Samuel 
P.  Colt,  Charles  F.  Cutler,  Charles  D.  Dickey,  H.  Ward  Ford, 
George  M.  Hard,  G.  G.  Haven,  Levi  P.  Morton,  James  A.  Par- 
ker, Winthrop  Rutherford,  Thomas  F.  Ryan,  Valentine  P. 
Snyder,  William  A.  Street,  John  Tatlock,  E.  B.  Thomas,  Harry 
Payne  Whitney. 

THE  WITNESS :  There  i^  one  addition  to  be  made  to  that, 
sir.     Mr.  William  Corcoran  Eustis. 

Q.  And  there  are  two  vacancies  in  the  Board?  A.  There 
are  two  vacancies  in  the  board. 

Q.  Is  Charles  H.  Allen  connected  with  any  other  company? 
A.  He  is  vice-president  of  the  Morton  Trust  Compan)^ 

Q.  And  he  is  the  vice-president  of  your  company?  A.  Yes, 
sir. 

Q.  Mr.  Theodore  T.  Johnson,  is  he  connected  with  any  other 
company?     A.  No,  sir. 

Q.  He  is  second  vice-president  of  your  company?  A.  He  is 
second  vice-president  of  our  company. 

Q.  Are  you  connected  now  with  any  other  company?  A. 
No,  sir. 
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Q.  Who  are  the  members  of  your  executive  committee?  A. 
May  I  get  a  list  from  my  papers? 

(Book  handed  to  witness). 

Levi  P.  Morton,  Mr.  R)'^an,  Mr.  Whitney,  Governor  Allen, 
Mr.  Dickey,  Mr.  Rutherford.  Judge  O'Brien  and  Mr.  Root 
were  members,  but  are  no  longer  directors. 

Q.  And  they  are  no  longer  connected  in  an  oiificial  capacity 
with  the  company?    A.  No,  sir. 

Q.  Who  are  the  members  of  the  finance  committee?  A.  Mr. 
Morton,  Mr.  Ryan,  Mr.  Allen,  Mr.  Whitney,  Mr.  Haven  and 
Mr.  Rutherford,  and  the  president  ex-officio  under  the  by-laws. 

Q.  Who  are  the  members  of  the  insurance  committee?  A. 
Mr.  Dumont  Clarke,  Mr.  Samuel  B.  Clarke,  Mr.  Colt,  Mr.  Par- 
ker, Mr.  Cutler,  Mr.  Street  and  Mr.  Thomas. 

Q.  Who  are  the  members  of  the  Auditing  Committee?  A. 
Mr.  Eustis,  Mr.  Ford,  Mr.  Hard  and  Mr.  Snyder. 

Q.  Have  you  a  statement  of  the  salaries  paid  to  the  officers 
of  your  company?  A.  There  was  one  submitted  this  morning. 
That  is  it — 

MR.  HUGHES :  I  offer  it  in  evidence  and  read  it  upon  the 
record. 

(Paper  marked  Exhibit  No.  764.) 

Q.  Does  Mr.  Charles  H.  Allen,  your  vice-president,  receive  a 
salary?    A.  No,  sir. 

Q.  The  new  ofificers  were  elected 

BY  THE  CHAIRMAN: 

Q.  As  a  matter  of  curiosity  I  would  like  to  know  why  $144 
was  added  to  those  salaries.     It  seems  strange.     A.  That  is  an 


S4II 


Testimony  of  John  Tatlock 

inheritance  of  a  long  standing  of  the  company,  by  which  every 
employee  at  the  home  office  received  an  allowance  of  twelve  dollars 
a  month,  presumably  for  lunches. 

Q.  Then  the  president  does  not  eat  lunch,  I  take  it?  A.  Not 
officially— no,  sir. 

BY  MR.  HUGHES: 

Q.  That  practice  has  obtained  for  a  good  many  years  ?  A.  For 
a  great  many  years,  yes,  sir. 

Q.  The  election  of  the  new  officers  of  your  company  followed 
upon  an  examination  by  the  Insurance  Department,  the  results 
of  which  are  shown  by  the  reports  of  December  29th,  1904?  A. 
Yes,  sir. 

Q.  The  old  executive  officers  then  resigned ;  at  about  the  same 
time  the  capital  stock  was  increased,  and  new  directors  were 
elected  to  a  considerable  extent,  and  new  officers  chosen?  A. 
Almost  entirely. 

Q.  The  reorganization  of  the  management,  in  other  words,  took 
place  at  the  end  of  1904?    A.  Yes,  sir. 

MR.  HUGHES :  I  now  offer  in  evidence  the  report  of  Isaac 
Vanderpoel,  chief  examiner  of  the  Insurance  Department,  under 
date  of  December  29th,  1904,  of  the  result  of  his  examination  of 
the  agents  of  the  Washington  Life  Insurance  Company,  as  of 
November  30th,  1904. 

(Paper  marked  Exhibit  No.  765.) 

Mr.  Hughes  then  read  Exhibit  No.  765. 
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Q.  Now,  it  was  because  of  that  report  that  the  old  manage- 
ment, and  the  officers  herein  referred  to  were  ousted,  and  you 
were  brought  from  the  Mutual  Life  to  become  president  of  the 
company,  and  the  capital  stock  was  increased  to  make  good  the 
impairment  caused  by  these  transactions?    A.  Yes. 

THE  CHAIRMAN:  What  is  the  date  of  that  report? 

MR.  HUGHES:  Then  follows  the  affidavit  of  Mr.  Vanderpoel 
under  date  of  December  29th,  1904,  and  the  report  was  of  No- 
vember 30th,  1905. 

THE  CHAIRMAN:  We  desire  to  take  a  recess. 

MR.  HUGHES:  I  will  read  a  supplement  which  should  go 
with  this,  by  the  Superintendent  of  Insurance,  which  will  only 
take  a  moment: 

State  of  New  York. 
Insurance  D  epartment. 
Albany,  January  21st,  1905. 
Since  the  date  of  the  foregoing  report  a  reorganization  of  the 
Washington  Life  Insurance  Company  has  been  instituted,  and 
is  now  (January,  1905),  being  effected. 

The  members  of  the  old  Board  of  Directors  have  offered  their 
resignations,  and  their  places  have  been  filled  by  men  promi- 
nent in  public  life  and  in  well  known  financial  institutions  in  New 
York  City.  The  former  president  of  the  company  has  resigned 
his  office  and  the  executive  management  is  now  entrusted  to 
Mr.  John  Tatlock,  late  associate  actuary  of  the  Mutual  Life  In- 
surance Company  of  New  York,  who  was  elected  president  on 
December  30th,  1904.     Further  radical  changes  in  the  manage- 
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ment  are  taking  place  to  the  end  that  approved  and  proper, 
methods  of  administration  may  be  instituted  and  carried  out. 

The  capital  stock  has  been  increased  to  $500,000,  the  new 
stock  being  paid  for  at  a  premium  of  75  per  cent,  and  the  com- 
pany now  possesses  a  surplus  to  policyholders  of  $575,316,  on  a 
rigid  and  conservative  basis  of  valuation  of  both  assets  and  lia- 
bilities. 

The  agency  department  of  the  company,  which  has  been  just- 
ly criticized  for  inefficient  and  extravagant  management  in  the 
past,  is  being  reorganized  on  the  basis  of  paying  only  for  re- 
sults, which  are  of  value  and  profitable  to  the  company  and 
essential  to  its  continuous  progress  along  safe  and  conservative 
lines. 

The  Department  is  satisfied  that  it  is  the  aim  of  the  new  man- 
agement to  conduct  all  the  branches  of  the  business  of  this  com- 
pany in  such  a  manner  as  to  fulfill  beyond  peradventure  the  con- 
tracts entered  into  with  its  policyholders  and  to  use  all  legiti- 
mate means  to  the  end  that  such  contracts  may  be  secured  by 
the  policyholders  at  a  cost  to  themselves  fairly  comparable  with 
the  cost  of  insurance  in  other  approved  companies.  The  De- 
partment can  state  that  the  new  management  engages  in  the 
task  set  before  it  with  absolute  integrity  of  purpose  and  honesty 
in  method  and  procedure,  and  fully  believes  that  its  plans  and 
aims  will  result  in  maintaining  this  company  in  the  position  in 
which  the  forty-five  years  of  its  history  justly  entitles  it  to  be 
placed. 

(HENDRICKS,) 
Superintendent  of  Insurance. 

THE  CHAIRMAN:  The  Commhtee  will  now  take  a  recess 
until  2.T,n  o'clock  sharp,  this  afternoon. 
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JOHN  TATLOCK  resumed. 

BY  MR.  HUGHES: 

O.  Mention  has  been  made  in  the  report  of  the  Chief  Ex- 
aminer of  the  Insurance  Department  which  has  been  read,  of  the 
method  by  which  the  company  prior  to  the  introduction  of  the 
new  management  withheld  poHcies  for  valuation  as  required 
by  law.  Are  we  to  understand  that  it  reported  in  December  as 
lapsed  which  in  January  were  insured?  A.  That  is  my  under- 
standing, sir. 

Q.  Yes;  so  that  it  practically  wrote  off  its  books  at  the  end 
of  the  year  for  the  purposes  of  its  report  a  large  number  of 
policies  thus  escaping  a  liability  for  the  reserve  against  such 
poHcies,  and  then  shortly  after  the  beginning  of  the  year  re- 
stored the  insurance  ?    A.  So  I  understand. 

O.  The  net  result  being  that  the  condition  of  the  company  to 
the  extent  that  the  liability  was  concealed  was  presented  erron- 
eously?   A.  Yes,  sir. 

Q.  I  should  be  glad  to  have  you  state  what  you  have  done 
as  president  or  the  new  management  has  done  with  reference 
to  a  change  of  the  methods  of  the  company  ?  A.  The  two  prin- 
cipal problems  that  presented  itself  to  the  new  management  and 
in  which  the  changes  have  been  made  were  first  a  reform  in 
office  methods  and  practice  and  second  in  the  agency  field. 

Q.  A  little  louder  please.  A.  In  the  office  we  have  simply 
introduced  more  economical  methods  and  taken  measures  to 
obtain  more  efficient  results  from  the  office  force. 
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.  Q.  How  have  you  introduced  more  economical  methods  ?  A. 
Well,  by  introducing  what  might  be  called  modern  methods — 
businesslike  methods. 

Q.  What  are  they  precisely?  A.  There  had  been  a  large 
amount  of  duplication  of  work. 

Q.  You  mean  you  reduced  the  office  staff?  A.  We  have  re- 
duced the  office  staff. 

Q.  In  what  ways  has  there  been  a  duplication  of  work?  A. 
Well,  in  matters  of  petty  detail  in  making  in  duplicate  and 
triplicate  records  which  were  of  no  use,  and  we  have  instituted 
card  systems  in  place  of  registers  in  many  places  and  matters  of 
that  kind. 

Q.  To  what  extent  have  you  through  the  changes  in  salaries 
and  the  changes  in  the  work  of  the  office  reduced  the  expenses  of 
the  company  ?  A.  The  office  expenses  of  the  company  for  the  first 
nine  months  of  1905  were  over  $39,000  less  than  they  were  in  1904, 
due  to  more  economical  methods  and  increased  efficiency.  It  is 
proper,  I  think,  also  to  add  that  we  have  been  able  to  aggregate 
the  whole  office  force  on  one  floor,  instead  of  distributing  it  in 
various  parts  of  the  building,  as  it  was  before,  and  in  that  way 
added  indirectly  to  the  rental  of  the  building,  at  the  same  time  in- 
creased the  efficiency  of  the  office  force  by  getting  it  nearer  the 
central  point. 

Q.  Is  that  included  in  your  estimate  of  saving  of  $39,000?  A. 
Oh,  no,  sir. 

Q.  That  is  separate  from  that?    A.  That  is  separate  from  that. 

Q.  What  gain  do  you  make  in  rental  space  ?    A.  About  $3,000. 

Q.  What  changes  have  you  made  with  reference  to  the  insur- 
ance or  rates  of  insurance?  A.  The  existing  rates  and  policy 
forms  have  been  continued  with  the  exception  of  one  or  two  forms 
that  the  new  management  considered  undesirable.  In  addition 
to  that,  on  September  ist  we  started  to  issue  all  standard  forms 
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of  policies  on  reduced  rates  of  premium,  both  on  participating  and 
non-participating  basis,  the  policies  being  much  simpler  in  form 
than  the  standard  forms  and  being  intended  for  life  insurance 
purposes  only. 

Q.  Have  you  a  report  of  the  insurance  committee  with  regard 
to  those  changes  ?     A.  Yes,  sir. 

Q.  Is  this  it  (showing  book  to  witness)  ?    A.  That  is  it ^yes, 

sir. 


MR.  HUGHES  :  I  will  read  it  in  evidence  from  the  minutes  of 
the  insurance  committee. 

"A  meeting  of  the  insurance  committee  of  the  Washington  Life 
Insurance  Company  was  held  at  the  office  of  the  company  Friday, 
September  ist,  1905,  at  12  o'clock  noon.  Present,  Messrs.  Du- 
mont,  Clarke,  Street  and  Tatlock.  The  president  laid  before  the 
portion  of  the  committee  present  a  new  form  of  policy  which  it  is 
proposed  to  issue  at  a  reduced  schedule  of  premium  on  both  the 
participating  and  non-participating  plan,  this  new  form  being 
divested  of  various  options  which  have  become  so  prominent  a 
feature  of  life  insurance  contracts  and  being  intended  for  those 
who  desire  life  insurance  for  life  insurance  purposes  only.  After 
considerable  discussion  the  committee  approved  the  recommenda- 
tions of  the  president  in  regard  to  the  adoption  of  this  new  form 
of  policy  and  also  approved  of  the  methods  of  advertisement  and 
by  circulars  sent  through  the  mails  through  which  mediums  it  is 
intended  tq  bring  this  new  departure  to  the  attention  of  the  public." 

Q.  Have  you  the  new  form  of  policy  here?  A.  I  regret  I  have 
not  a  specimen  of  it  here. 

Q.  Will  you  send  over  for  me?    A.  Yes,  sir. 

Q.  I  should  be  glad  to  have  you  send  over  for  one.  A.  Par- 
ticipating and  non-participating  both. 

Q.  While  we  are  waiting  for  the  policy  form,  you  might  state 
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in  substance  the  nature  of  the  options  which  you  eliminate.  A. 
The  options  are  those  of  annual  cash  surrender  value,  and  of 
a  loan  value. 

O.  Has  your  new  form  of  policy  no  cash  surrender  value? 
A.  It  has  a  cash  surrender  value  at  the  end  of  twenty  years  only. 

Q.  And  in  case  of  lapse,  in  the  meantime  there  is  no  sur- 
render value?     A.  Except  in  the  form  of  paid  up  insurance. 

Q.  How  do  you  justify  that?  A.  It  seems  to  me  that  the  sys- 
tem of  cash  surrender  values,  or  of  loan  values,  which  has  grown 
up,  and  which  was  instigated  by  the  Massachusetts  law,  entails 
an  expense  upon  the  persistent  premium  payer  for  the  benefit  of 
the  defaulting  policyholder.  I  see  no  reason  why  a  defaulting 
policyholder  should  receive  any  other  surrender  value,  except 
in  the  same  form  of  consideration  that  you  might  say  that  he 
originally  purchased,  namely,  life  insurance.  Of  course,  it  is 
contended  that  many  defaulting  policyholders  are  bound  by  neces- 
sity to  reaUze  upon  their  policies ;  but  such  realization  is,  from  my 
standpoint  at  least,  something  that  is  not  inherent  in  the  nature 
of  a  life  insurance  policy;  has  been  engrafted  upon  it  by  force 
of  circumstances  and  by  competition,  and  is  totally  foreign  to  its 
nature  and,  as  a  matter  of  fact,  we  know  practically  that  it  tends 
to  defeat  the  very  object  for  which  the  life  insurance  policy  is 
taken  out. 

Q.  Your  position  is  that  primarily  an  insurance  policy  is  to  give 
a  man  a  certain  amount,  or  give  his  beneficiaries  a  certain  amount 
in  case  of  death  ?     A.  Yes.  sir. 

Q.  And  that  if  he  pays  for  a  certain  length  of  time,  and  is 
then  unable  to  continue  his  payments,  it  is  sufficient  if  he  re- 
ceives a  paid  up  policy  for  the  amount  to  which  his  payments  en- 
title him,  that  policy  payable  at  death?     A.  Yes,  sir. 

Q.  But  that  in  the  scheme  of  life  insurance  he  should  not  on  de- 
fault be  entitled  to  receive  an  amount  in  cash?     A.  No,  sir. 

Q.  Well,  now,  what  difference  does  it  make  to  the  company. 
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whether  they  pay  him  on  default  an  amount  in  cash  or  give  him 
a  paid  up  policy  for  the  amount  which  his  premiums  will  buy? 
A.  I  think  it  makes  considerable  difference,  Mr.  Hughes.  In  the 
first  place,  it  is  only  good  lives  who  take  cash  surrender  values. 
A  man  who  knows  his  health  to  be  impaired  will  not  risk  giving 
up  his  insurance  for  cash.  In  that  case,  the  mortality  rate  of  the 
company  is  accentuated  to  a  greater  or  less  degree.  In  the  second 
place,  if  a  man  knows  he  can  surrender  his  policy  at  any  time, 
experience  shows  that  he  is  tempted  to  do  it  at  the  slightest  provo- 
cation ;  that  is,  if  he  needs  a  little  money,  he  is  liable  to  give  up 
his  insurance.  But,  in  my  mind,  the  worst  feature  of  cash  sur- 
render values  lies  in  the  opportunity  which  it  gives  to  agents 
of  different  companies  to  twist  policyholders  from  one  company 
into  another.  They  thereby  increase  the  total  business  to  the 
company  from  which  the  policy  is  taken  by  reason  of  the  fact 
that  that  company  is  put  under  the  obligation,  or  under  the  ne- 
cessity, or  under  the  apparent  necessity,  of  replacing  that  life, 
and  it  is  not  in  the  interest  of  the  man  himself,  because  if  he  sur- 
renders a  policy  in  one  company  for  its  cash  surrender  value  and 
uses  the  proceeds  to  buy  insurance  in  another,  he  must  pay  for 
his  insurance  at  the  advanced  age.  Those  are  the  principal  ob- 
jections that  seem  to  exist  against  that  system.  There  is  one 
more,  and  that  is  that  the  system  of  cash  surrender  values  encour- 
ages and  inculcates  the  idea  that  a  policyholder  has  a  definite 
interest  in  the  funds  of  the  company  in  which  he  is  insured — a 
definite  and  specific  interest,  which  is  not  in  accordance  with  the 
facts. 

Q.  Why  shouldn't  he  be  regarded  as  having  a  definite  interest 
in  the  funds  of  the  company,  if  he  has  provided  a  portion  of  it? 
A.  He  has  an  undivided  and  unapportioned  interest,  for  it  is  im- 
possible in  any  individual  case  to  say  what  the  interest  of  any 
individual  policyholder  in  the  reserve  accumulations  of  the  com- 
pany is.     The  reserve,  of  course,  is  computed  for  certain — the 
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tables  of  reserves,  rather,  give  tabular  values  for  a  given  amount 
of  insurance,  and  it  is  impossible  to  say  in  the  individual  case 
that  the  reserve  on  an  individual  policy  is  so  much'  money,  for 
the  reason  that  in  that  individual  case  the  risk  insured  may  be'  of 
extraordinary  vitality,  and  of  extraordinary  prospects  of  longev- 
ity, in  which  case  the  reserve  is  very  much  less  than  the  tabu- 
lar value,  or  the  risk  may  be  very  much  impaired ;  in  fact,  near 
death,  in  which  case  the  reserve  approximates  very  closely  to  the 
face  of  the  policy. 

Q.  You  look  at  life  insurance,  then,  from  the  insurance  and 
not  from  the  investment  standpoint?     A.  Largely,  yes,  sir. 

Q.  Your  idea  is  that  an  insurance  company^  so  far  as  possible, 
should  give  a  man  life  insurance  at  the  least  possible  cost?  A. 
At  a  reasonable  cost,  yes,  sir. 

Q.  And  that  the  relations  of  the  policyholders  to  the  com- 
pany should  be  regarded  as  purely  contractual?     A.  Purely  so. 

Q.  'With  reference  to  the  insurance  that  is  payable  to  him  under 
his  policy  in  the  event  stated?     A.  Yes,  sir. 

Q.  And  that  he  should  not  be  educated  to  regard  himself  as 
having  invested  so  much  in  the  company  and  entitled  to  certain 
cash  returns — is  that  the  point  ?  ^  A.  That  is  the  point,  yes,  sir. 

Q.  Now,  are  there  any  other  respects  in  which  the  cost  to  the 
company  of  providing  insurance  is  lessened  by  the  elimination 
of  cash  surrender  value  features,  other  than  improving  the  rate 
of  mortality,  the  reduction  in  expense  because  of  the  diminution 
in  twisting,  so-called,  and  the  fact  that  you  have  stated  that  a  man 
would  be  led  to  regard  a  policy  more  from  a  contractual  point 
of  view — that  last  does  not  involve  any  reduction  of  expenses, 
does  it?    A.  No,  sir. 

Q.  The  other  two  do  involve  that?  A.  The  other  two  involve 
that. 

Q.  Have  you  had  any  experience  or  data  which  will  enable 
you  to  judge  to  what  extent  you  can  improve  the  mortality  rate 
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by  removing  the  temptation  to  surrender  policies  for  cash  sur- 
render values?    A.  No,  sir.     I  cannot  say  that  I  have. 

Q.  That  is  a  mere  general  judgment?  A.  That  is  a  general 
judgment — one  on  which  most  actuaries  would  agree. 

Q.  You  have  said  that  you  have  also  eliminated  loan  features, 
if  I  understand  you  correctly?    A.  Yes,  sir. 

Q.  You  mean  by  that  the  option  to  the  policyholder  to  obtain 
a  certain  loan  upon  his  policy?    A.  Yes,  sir. 

Q.  Now,  under  your  new  form  of  policy,  do  you  give  no  right 
to  receive  a  loan?     A.  No,  sir. 

Q.  Why  not?  A.  Because  a  loan  is  merely  a  deferred  sur- 
render. A  man  receives  a  certain  amount  of  cash  in  the  form 
of  a  loan,  secured  by  his  policy  as  collateral  with  the  interest  on 
the  loan  paid  in  advance,  and  experience  has  shown  that  only 
about  five  per  cent,  of  those  loans  are  ever  paid  off,  that  is,  by  the 
insured  reimbursing  to  the  company  the  cash  which  he  receives. 
The  company  realizes  on  its  security  by  accepting  the  surrender 
of  the  policy  when  the  loan  is  due  and  is  not  paid. 

Q.  Recurring  again  to  the  question  of  surrender  values,  are 
you  familiar  with  the  experience  with  the  Australian  Provident? 
A.  Only  in  a  very  general  way. 

Q.  That  is  a  company  which  pays  the  largest  cash  surrender 
values,  is  it  not?    A.  Yes. 

Q.  Is  it  not  also  the  company  which  has  the  lowest  mortality 
rate?  A.  I  think  that  statement  is  true,  as  a  general  statement, 
yes. 

Q.  Does  not  the  mortality  rate  of  the  companies  that  give  cash 
surrender  values  compare  favorably  with  the  experience  of  those 
who  in  the  past  have  not  given  them?    A.  It  is  claimed  so,  yes. 

Q.  If  that  is  so,  how  can  you  reconcile  it  with  what  you  have 
said  as  to  the  expectation  of  an  improved  mortality  rate  in  the 
absence  of  the  option  to  take  cash  surrender  values?  A.  Well, 
i  make  that  statement  on  theoretical  grounds,  and  also  because  the 
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full  effect  of  that  self-selection  against  the  company,  which  is 
evidenced  and  manifested  in  the  taking  of  cash  surrender  values 
is  only  felt  to  a  large  degree,  or  at  least  up  to  this  time  has 
only  been  felt  to  a  large  degree,  in  companies  which,  for  the  time 
being,  have  become  discredited.  In  fact,  you  may  say  there  is 
practically  no  experience  on  that  point,  no  thorough  experience 
on  that  point,  although  it  is  a  well  established  matter  of  record 
that  companies  which  make  a  feature,  and  have  for  many  years 
made  a  feature,  of  cash  surrender  values  have  lost  a  larger  pro- 
portion of  their  insurance  by  surrender  than  companies  which  have 
not  made  a  feature  of  cash  surrender  values. 

Q.  It  is  suggested  that  the  Australian  Mutual  Provident  So- 
ciety exhibits  an  extremely  low  rate  of  lapses,  and  so  does  the 
Mutual  Benefit,  which  is  a  cash  surrender  company.  A.  Well, 
as  to  the  Mutual  Benefit,  in  comparison  with  another  company, 
which  is  twice  the  size  as  regards  amount  of  insurance,  the  sur- 
renders in  the  Mutual  Benefit  were  approximately  within  a  few 
thousand  dollars  of  the  surrenders  in  the  second  company  in 
1904;  in  other  words,  the  rate  of  surrender  in  the  Mutual  Benefit 
was  twice  what  it  was  in  the  other  companies. 

Q.  Was  its  rate  of  premiums  any  higher  ?  A.  The  rate  of  pre- 
miums was  lower. 

Q.  The  Mutual  Benefit?    A.  The  Mutual  Benefit,  yes,  sir. 

Q.  If  the  cash  surrenders  were  quite  as  great  and  the  rate  of 
commissions  was  lower,  why  would  not  that  show  that  they  were 
able  to  gfive  a  low  priced  policy  despite  the  advantages  to  the  in- 
sured in  cash  surrender?     A.  It  does  show  that. 

Q.  Does  not  that  militate  against  the  proposition  you  have  ad- 
vanced? A.  Well,  on  the  face  of  it,  yes;  but  the  effect  of  these 
things  are  only  visible  and  only  manifest  when  examined  over  a 
term  of  years.  I  do  not  like  to  speak  about  other  companies, 
but  it  has  always  seemed  to  me,  at  least,  it  has  seemed  to  me  for  a 
number  of  years,  that  if  the  Mutual  Benefit  ever  got  into  difiicul- 
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ties,  its  difficulties  would  be  very  much  accentuated  by  its  adher- 
ence to  the  programme  of  low  premiums  and  cash  surrender 
values. 

Q.  Then  the  cash  surrender  values  and  low  premiums  are  all 
right  in  times  of  prosperity?    A.  I  think  so. 

Q.  But  if  there  is  anything  which  tends  to  discredit  a  company 
and  its  business  falls  off,  it  would  tend  to  discredit  it  ?     A.  Yes. 

Q.'  Was  the  limitation  of  cash  surrender  values So  the 

limitation  of  cash  surrender  values  is  an  anchor  to  the  wind- 
ward?   A.  It  would  seem  so  to  me. 

Q.  Would  you  think  you  could  reduce  premiums  simply  because 
you  eliminated  cash  surrender  values?     A.  No,  sir. 

Q.  Then  whatever  profits  came  from  that  elimination  would  be 
gained  by  the  stockholders?  A.  Or  by  an  increase  in  the  divi- 
dend on   participating  policy. 

Q.  What  has  enabled  you  to  put  out  this  policy,  which  you 
speak  of,  upon  lower  rates  of  premium,  if  you  were  not  justified 
in  doing  it  by  eliminating  the  cash  surrender  feature  ?  A.  Simply 
an  extremely  reduced  cost  in  getting  the  business. 

Q.  How  do  you  achieve  that?     A.  By  paying  less  commissions. 

Q.  How  much  commissions — ^what  rate  of  commissions  do  you 
pay  in  connection  with  that  new  form  of  policy?  A.  We  are 
paying  twenty  per  cent,  on  participating  policies  and  fifteen  per 
cent,  on  non-participating. 

Q.  What  renewal  commissions  do  you  pay  on  that  class?  A. 
7^  on  participating  and  five  per  cent  on  non-participating. 

Q.  What  period  of  years?    A.  Fourteen  years. 

Q.  Take  the  aggregate  cost  of  the  new  sort  of  insurance  and 
compare  it  with  the  old  sort,  what  is  the  saving?  A.  To  the  pol- 
icyholder do  you  mean  ? 

Q.  No,  I  mean  in  the  commissions  paid  to  get  the  business. 
Commute  the  renewal  premiums  for  the  sake  of  illustrations, 
and  take  the  entire  amount  as  a  charge  against  the  premium  for 
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the  first  year  and  what  would  be  the  comparison  ?  A.  Something 
like  ICO  per  cent.,  I  should  think. 

Q.  You  would  take  it  under  the  old  sort  of  policies,  under  the 
old  rate  as  averaging  what  ?    A.  75  per  ceot. 

Q.  And  under  the  new  rate?    A.  20  per  cent. 

Q.  That  is,  without  the  renewals?  A.  Adding  the  present 
value  of  the  renewals  to  that,  I  should  say  that  the  sum  would 
be  somewhere  near  100  per  cent.  The  difference  there  is  55  per 
cent.,  and  I  think  it  is  fair  off-hand  to  consider  the  present  value 
of  renewals  is  about  45  per  cent. 

Q.  So  you  would  make  it  65  per  cent,  in  one  case  and  100  per 
cent,  in  the  other?     A.  Yes. 

Q.  So  you  would  gain  about  35  per  cent.?     A.  Yes,  sir. 

O.  How  can  you  place  this  insurance,  when  you  give  your 
agents  such  small  commissions?  A.  You  cannot  place  much  of 
it  through  the  agents. 

Q.  Then  how  do  you  place  it?  A.  Well,  we  have  written  a 
large  amount  of  it  direct  with  policyholders. 

O.  You  mean  policyholders  coming  tO'  your  office?     Well, 

Q.  In  answer  to  advertisements  or  circulars?     A.  A  very  few. 

Q.  Do  you  make  arrangements  for  writing  such  insurance 
directly  at  the  office?     A.  Yes,  sir. 

Q.  Was  that  in  vogue  before  the  new  administration  came  in? 
A.  No,  sir. 

O.  Is  it  practiced  by  other  companies?  A.  So  far  as  I  know, 
it  is. 

Q.  As  a  rule,  do  companies  insure  people  directly  at  the  office 
without  handing  them  over  to  agents?  A.  I  think  they  do — 
that  very  small  amount  of  people  that  come  in  for  that  purpose. 

Q.  How  do  you  place  the  most  of  it?     A.  Through  agents. 

Q.  But  that,  I  thought  you  said,  could  only  be  to  a  small  ex- 
tent?   A.  Well,  as  compared  with  the  other  classes  of  business. 
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Q.  How  far  have  you  been  able  to  push  this  new  class  of  pol- 
icies?    A.  We  have  written  about  $275,000  of  it  only. 

Q.  Since  the  ist  of  January?  A.  No,  since  the  ist  of  Septem- 
ber. 

Q.  What  is  the  total  amount  of  business  you  have  written 
since  the  1st  of  September,  approximately?  A.  About  seven  and 
one  half  millions. 

Q.  Did  the  Mutual  Life  prior  to  1899  give  cash  surrenders? 
A.  Only  at  the  end  of  a  term  of  years,  not  annual  cash  surrender 
values. 

Q.  Will  you  tell  me  what  amount  of  the  Mutual  Life's  business 
was  in  force  in  1894,  approximately?     A.  $855,000,000. 

Q.  And  what  amount  was  written  in  the  next  five  years,  ap- 
proximately?   A.  About  $836,000,000. 

Q.  And  the  total  of  the  insurance  in  force  and  the  insurance 
written  in  the  next  five  years  would  be  $1,690,000,000?     A.  Yes. 

Q.  What  was  in  force  at  the  end  of  1899?     A.  $1,251,000,000. 

Q.  Which  shows  there  was  discontinued  about  $639,000,000, 
or  about  40  per  cent,  of  the  total  ?    A.  Yes,  sir,  that  is  right. 

Q.  Now,  during  that  period  cash  surrender  values  were  not 
allowed?    A.  No,  sir. 

Q.  Now,  if  you  will  turn  to  the  Mutual  Benefit.  A.  Here  it 
is  (indicating). 

Q.  What  amount  was  in  force  at  the  end  of  1904?  A.  $209,- 
000,000. 

Q.  And  written  in  the  next  five  years,  how  much?  A.  $173,- 
000,000,  or  something  about  like  that. 

Q.  Making  a  total  of  $382,000,000?    A.  Yes,  sir. 

Q.  At  the  end  of  1899  there  was  in  force  how  much?  ^-  $260,- 
712,000. 

Q.  Leaving  $120,000,000  discontinued,  or  about  31  per  cent,  of 
the  total?     A.  Yes,  sir. 
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Q.  And  during  that  period  the  Mutual  Benefit  did  give  cash 
surrender  values?     A.  Yes,  sir;  it  did. 

Q.  But  you  recur  to  your  original  proposition  that  people  are  led 
to  discontinue  when  they  are  in  difficulties,  or  may  desire  to  change 
their  policies  or  for  some  reason  or  another,  by  reason  of  the 
fact  that  they  are  able  to  get  a  cash  surrender  value  ?     A.  Yes,  sir. 

Q.  Whereas  they  would  persist  if  they  were  not  able  to  get 
a  cash  surrender  value?     A.  In  many  cases,  I  think  so^  yes,  sir. 

Q.  And  that  by  reason  of  that,  if  the  cash  surrender  value  is 
eliminated  as  the  paid  up  insurance  is  substituted,  the  company 
will  have  a  gain — should  have  a  gain?  A.  Should  have  a  gain, 
yes,  sir. 

Q.  In  the  persistence  of  its  business  ?  A.  I  would  like  to  make 
this  explanation,  Mr.  Hughes,  that  if  a  surrender  value  is  grant- 
ed in  the  form  of  paid  up  insurance  only,  there  is  no  company 
which  will  not  turn  that  paid  up  insurance  into  cash  on  a  basis 
which  will  yield  a  profit  to  the  company,  and  which  will  entail 
a  surrender  charge,  which  is  a  very  fair  measure  of  the  loss 
sustained  by  the  holder  of  the  paid  up  insurance. 

Q.  Why,  is  not  that  equivalent  to  giving  cash  surrender  values 
equaling  the  present  worth  of  the  paid  up  insurance?  A.  It  is 
the  same  thing;  but  if  you  incorporate  the  present  worth  of  the 
paid  up  insurance  in  the  policies,  such  values  would  show  up 
so  poorly,  in  comparison  with  the  cash  surrender  values^  which 
are  used  by  most  companies,  there  would  be  no  inducement  in 
them. 

Q.  How  many  forms  of  policies  does  your  company  write,  how 
many  do  you  use?  A.  Oh,  I  should  think  about  seventeen  or 
eighteen. 

Q.  What  proportion  of  those  forms  are  used  most  frequently? 
A.  I  should  say  the  life  and  the  twenty  payment  life  forms. 

Q.  And  what  proportion  of  your  business  would  be  on  the  life  and 
twenty  payment  life  forms,  or  take  life  and  limited  payment  whether 
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twenty  years  or  not?     A.  Oh,  I  should  say  75  or  80  per  cent. 

Q.  How  many  forms  of  the  seventeen  or  eighteen  are  used  in  the 
life  and  limited  payment  life?     A.  There  would  be  only  four. 

Q.  Then  the  other  fourteen  forms  are  used  only  in  25  per  cent, 
of  your  business?     A.  Yes,  sir. 

Q.  There  are  some  of  those  forms  that  are  scarcely  used  at  all, 
are  there  not?     A.  Yes,  sir. 

Q.  How  many  of  those?     A.  I  should  suppose  five  or  six. 

Q.  That  are  hardly  used  at  all  ?     A.  Yes,  sir. 

Q.  Then  you  will  have  eight  or  nine  forms  that  would  be 
used  for  about  25  per  cent,  of  your  business  and  about  four  or 
five  forms  that  would  be  .used  for  75  per  cent,  of  your  business? 
A.  Yes,  sir. 

Q.  Have  you  this  new  form  of  policy  here?     A.  Yes. 

O.  Is  that  it  (handing  paper)?    A.  That  is  it. 

Q.  Now  this  policy  contains  a  cash  surrender  value  provision, 
does  it  not?  A.  Yes,  providing  for  a  value  at  the  end  of  twenty 
years. 

Q.  You  endeavored  in  getting  up  this  form  of  policy  to  re- 
duce insurance  to  its  lowest  terms,  I  mean  to  make  as  simple  a 
form  as  possible  ?    A.  Yes,  sir. 

Q.  And  as  cheap  an  insurance  as  possible?  A.  For  people 
who  wai^ted  life  insurance  for  that  purpose  only  and  would  be 
willing  to  come  and  ask  for  it  themselves. 

MR.  HUGHES :  I  offer  this  policy  in  evidence. 

(Policy  marked  Exhibit  766.) 

Q.  Now  what  is  the  difference  between  the  rate  of  premium  paid 
on  that  policy  and  upon  an  ordinary  life  policy  of  the  other 
forms  issued  by  your  company?    A.  About  thirteen  per  cent. 
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Q.  About  thirteen  per  cent.?    A.  Yes. 

Q.  So  that  by  that  form  of  policy  you  plan  to  give  the  policy- 
holder who  is  willing  to  come  to  the  company  and  be  insured, 
or  who  has  written  through  an  agent  receiving  the  reduced  rates 
of  commission,  you  have  stated,  a  reduction  in  the  premium? 
A.  Yes. 

Q.  That  is  about  the  amount  of  it?  A.  That  is  about  the 
amount  of  it. 

Q.  Does  the  company  receive  the  saving  in  the  difference 
of  premium?    A.  That  remains  to  be  seen. 

Q.  According  to  your  estimate?  A.  I  tried  to  arrange  the 
loading  upon  those  premiums  so  as  to  make  them  homo- 
geneous with  the  premiums  on  standard  forms  of  insurance, 
paying  standard  rates. 

Q.  Your  rating  is  the  same?     A.  Yes. 

Q.  Your  loading  is  much  less?  A.  About  twenty-two  per 
cent.  less. 

Q.  That  represents  the  net  estimated  saving  in  commissions? 
A.  Yes. 

BY  THE  CHAIRMAN : 

Q.  Mr.  Tatlock,  on  this  subject  of  forms,  if  you  consider  Hfe 
insurance  classes,  there  is  the  ordinary  life  class,  the  limited  pay- 
ment life  class,  the  endowment  class  and  term  insurance,  I  sup- 
pose?    A.  Yes. 

Q.  What  other  classes  of  life  insurance  are  there?  A.  Well, 
that  covers  the  whole  field  as  basal  forms. 

Q.  Is  term  insurance  a  modification  of  endowment,  or  vice 
versa  ?  A.  No,  it  is  a  modification  of  life,  inasmuch  as  it  provides 
only  for  the  insurance  to  be  payable  at  death  during  a  certain  term 
of  years.  , 
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Q.  Are  there  any  of  those  four  classes  which  are  modifications 
one  of  the  otlier,  so  that  the  classes  of  life  insurance  can  be  em- 
braced in  less  than  four  classes?  A.  Limited  payment  policies 
are  simply  modifications  of  the  ordinary  life  form,  providing  that 
the  premium  shall  be  paid  sirnply  during  the  term  of  years,  instead 
of  the  life  of  the  contract. 

Q.  So  you  could  roughly  divide  life  insurance  into  two  classes, 
ordinary  life  and  endowment?     A.  Yes,  sir. 

Q.  And  limited  payment  and  term  insurance  would  be  really 
modifications  of  ordinary  life?     A.  Yes. 

BY  MR.  HUGHES: 

Q.  You  have  said  that  there  was  a  thirteen  per  cent,  reduction 
in  the  gross  premium?     A.  Yes. 

Q.  And  that  is  twenty  per  cent,  of  the  loading,  twenty  per  cent, 
less  on  the  loading  as  compared  with  the  old  form?  A.  No,  it 
would  be  more  than  that ;  it  would  be  nearer  twenty-five  per  cent., 
twenty-six  per  cent.,  because  the  old  forms  are  quoted  six  per 
cent,  less  eighty  cents. 

Q.  And  this  is  how  much  ?  A.  This  is  fourteen  per  cent.,  plus 
twenty-five  cents. 

Q.  You  mean  twenty  per  cent,  of  the  premium  when  you  say 
twenty  per  cent.  ?    A.  Yes. 

Q.  So  that  the  reduction  in  the  loading  is  in  the  neighborhood 
of  twenty-five  per  cent.  ?  A.  Yes.  Or  it  would  be  the  difference 
between  the  fourteen  and  the  thirty-six. 

Q.  Figure  it  out,  Mr.  Tatlock,  so  we  can  have  a  definite  state- 
ment.    A.  It  is  a  reduction  in  the  loading  itself  of  sixty  per  cent. 

Q.  The  loading  upon  the  premiums  in  the  new  form  of  policies 
is  about  sixty  per  cent,  less  than  the  loading  upon  the  premiums  on 
the  old  form?    A.  Yes. 
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Q.  And  the  premiums  themselves  gross  are  about  thirteen  per 
cent.  less  in  the  former  case  than  in  the  latter?    iV  Yes. 

Q.  Have  you  made  any  effort  to  reduce  the  expenses  incident  to 
the  getting  of  business,  aside  from  the  introduction  of  this  form  of 
policy  ?    A.  Yes,  sir. ' 

Q.  What  is  it?  A.  The  total  reduction  of  expenses  for  the  first 
nine  months  of  1905,  as  compared  with  the  first  nine  months  of 
1904,  amount  to  about  $121,000.  Of  that  about  eighty  thousand 
to  eighty-five  thousand  dollars  is  in  reduction  of  fixed  charges  of 
the  agency. 

Q.  What  do  you  mean  by  those  ?  A.  I  mean  as  the  various  al- 
lowances for  traveling  and  expenses,  and  the  reduction  of  a  cus- 
tom which  pertained  under  the  old  management  of  the  Washing- 
ton, of  allowing  salaries  to  their  managers  as  well  as  commissions. 

Q.  Have  you  not  impaired  the  efficiency  of  your  field  force? 
A.  No,  sir,  I  do  not  think  so. 

Q.  Have  you  increased  it?     A.  I  think  we  have — yes  sir. 

Q.  Just  explain  how  you  were  able  to  cut  off  salaries  and  reduce 
them  and  keep  the  force  just  as  efficient?  A.  Well,  it  has  been 
accomplished  largely  by  the  removal  of  old  incumbents  and  re- 
placing with  other  men,  but  there  have  been  cases  as,  for  instance, 
in  Chicago,  where  the  company  up  to  this  year  maintained  three 
separate  offices,  neither  one  of  which  really  earned  its  fixed 
charges,  if  I  may  use  that  expression.  Two  of  those  offices  have 
been  cut  off,  saving  the  allowances  thence,  and  salaries  which  were 
paid  there,  and  a  better  business  has  been  done  this  year  through 
one  office  than  last  year  through  three. 

Q.  In  other  words,  you  got  rid  of  a  good  deal  of  dead  wood? 
A.  Yes. 

Q.  Apart  from  those  efforts,  have  you  made  any  change  in  the 
system?  A.  We  have  improved — I  think  I  may  use  that  term — 
the  methods  of  agency  accounting.    We  have  succeeded  in  install- 
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ing  a  system,  through  which  the  agents  render  us  frequent  ac- 
counts— in  fact,  sending  their  cash  balances  every  week,  instead 
of  every  month. 

Q.  What  do  you  do  with  regard  to  making  advances  to  agents  ? 
A.  In  some  cases  advances  from  fifty  dollars  to  one  hundred  and 
fifty  dollars  a  month  are  made  against  future  renewal  commis- 
sions. 

Q.  How  often  is  that  done,  in  how  many  cases?  A.  I  think 
that  pertains,  probably,  in  half  of  the  cases,  perhaps  sixty-five  per 
cent. — perhaps  two-thirds  of  the  cases — largely  an  inheritance 
which  could  not  at  once  be  cut  off,  and  it  has  been  done  in  some 
cases  where  men  have  been  appointed  this  year  in  order  to  get 
them  started. 

Q.  What  was  the  amount  of  the  agents'  balances  at  the  end 
of  1904?    A.  Forty-five  thousand  dollars. 

Q.  What  is  the  amount  of  them  now,  or  at  the  last  convenient 
date  ?     A.  Ninety- three  thousand  dollars. 

Q.  Was  the  $44,000  the  amount  reported  or  the  actual  amount? 
A.  Well,  my  recollection  is  that  that  was  the  amount  reported, 
although  it  may  have  been  $65,000.     I  am  not  certain  as  to  that. 

Q.  What  was  the  real  amount?  A.  The  real  amount,  my  im- 
pression is,,  was  $45,000.  My  rnemory  may  have  failed  on  that 
point. 

Q.  Then  they  have  greatly  increased  this  year?  A.  Yes,  but  I 
would  like  to  explain  that,  if  you  will  allow  me. 

Q.  Yes,  explain  it.  A.  We  found  that  there  was  a  large 
amount  of  money  owing  to  the  company  from  old-estabHshed 
agencies,  which  did  not  appear  upon  the  company's  ledger  as  a 
debt.  It  had  simply  been  charged  ofif  from  year  to  year  as  an 
expense,  but  under  the  contracts  of  those  agents,  those  amounts 
were  really  due  to  the  company  and  the  agents  owed  them.  We 
have,  therefore,  restored  those  amounts  to  the  ledger,  and  that 
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accounts  for  the  most  part  for  the  increase  in  the  agents'  bal- 
ances. 

Q.  So  that  the  increase  to  $^3,000  is  really  putting  on  the  books 
what  had  previously  been  advanced  ?    A.  Yes,  sir. 

Q.  What  is  the  amount  of  the  new  advances  since  January  ist, 
1895  ?     A.  I  think  it  is  under  $20,000. 

Q.  Have  you  continued  the  system  of  salaries?     A.  No,  sir. 

Q.  Have  you  cut  off  salaries  altogether?  A.  Not  altogether, 
but  I  am  cutting  them  off  as  fast  as  I  can. 

Q.  Why  do  you  do  that  ?  A.  Well,  it  does  not  seem  to  me  that 
under  the  general  agency  system  where  a  manager  or  general 
agent  has  a  commission  contract  with  renewals,  that  he  is  entitled 
to  any  compensation  in  addition  to  that,  except  under  the  most 
extraordinary  circumstances. 

Q.  Then  these  salaries  that  were  previously  given  were  in  addi- 
tion to  commissions?    A.  Yes,  sir. 

Q.  And  you  have  eliminated  those  so  far  as  possible?  A.  Yes, 
sir,  as  far  as  possible. 

Q.  And  your  policy  is  to  eliminate  them  until  they  are  no 
longer  existing?    A.  Yes,  sir. 

Q.  Have  you  reduced  the  rate  of  commissions  ?  A.  Not  during 
1905,  except  in  some  instances. 

Q.  What  are  your  present  rates  of  commission?  A.  Seventy- 
five  per  cent,  graded. 

Q.  What  do  you  mean  by  that  ?  A.  That  is  to  pay  seventy-five 
per  cent,  for  the  so-called  most  desirable  forms  of  policies  and 

Q.  What  are  they?  A.  Under  the  existing  system  they  were 
for  twenty-year  distribution  policies,  and  grading  them  down  ac- 
cording to  distribution  periods. 

Q.  That  is  on  first  year's  premiums?  A,  First  year's  pre- 
miums. 

Q.  Well,  were  advances  made  formerly  on  top  of  the  seventy- 
five  per  cfent!?    A.  Yes. 
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Q.  Are  these  advances  you  have  referred  to  this  year  in  addi- 
tion to  the  seventy-five  per  cent.?    A.  Yes,  sir. 

Q.  What  is  your  commission  on  an  ordinary  life  policy?  A.  If 
it  is  written  on  the  twenty-year  distribution  plan  it  is  seventy-five 
per  cent. 

Q.  If  it  is  written  on  the  annual  dividend  plan  what  is  it?  A. 
I  think  it  is  fifty-five  per  cent. 

Q.  Why  do  you  discriminate  against  the  annual  dividend  busi- 
ness? A.  Simply  because  it  has  not  been  possible  up  to  this  time 
to  change  that  discrimination.  Our  contracts  for  1906  are  drawn 
without  reference  to  the  dividend  period.  That  is  to  say,  the  same 
amount  of  commission  will  be  paid  for  an  annual  dividend  as  for  a 
twenty-year  distribution  policy. 

Q.  (handing  paper).  Is  this  the  form  of  your  new  agents'  con- 
tract?   A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  767  for  identification.) 

The  compensation  of  the  manager  for  all  services  rendered 
by  him  during  the  continuance  of  this  contract,  will  be  as  fol- 
lows :  First  year's  commissions  on : 

PARTICIPATING  PLANS. 

Class  A. — Ordinary  life 1 

Twenty  payment  life Wo  per  cent. 

Endowments  with  25  or  more  premiums] 

Class  B.— Fifteen  payment  life 1 65  per  cent 

Twenty  year  endowments } 

Class  C— Ten  payment  life U^        ^^^^ 

Fifteen  year  endowment ]      ^ 

Class  D. — Ten  year  endowment 5°  per  cent. 

Class  E. — Double  endowments 35  P^r  cent. 

Class  F.— Preferred  class 20  per  cent. 
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NON-PARTICIPATING  PLANS. 

Term  insurance 35  per  cent. 

All  other  forms,  excepting  preferred  class 40  per  cent. 

Preferred  class 15  percent. 

SINGLE  PREMIUMS. 

Participating  life  10  per  cent,  endowment 7J  per  cent. 

Non-participating 5  per  cent. 

Annuities   3  per  cent. 

Continuous  installment  policies  rank  as  life  policies  with  the 
same  number  of  premiums. 

Semi-endowments,  installment  endowments,  combination 
bonds  and  combination  annuity  bonds  rank  as  endowments, 
with  the  same  number  of  premiums. 

RENEWAL  COMMISSIONS. 

Classes  A.  B.  and  C. — Second  year  renewal,  15  per  cent.,  and 

not  to  exceed  13  subsequent  renewals  of  7^  per  cent. 

Class  D. — Second  year  renewal,  15  per  cent.,  and  not  to  exceed 

8  subsequent  renewals  at  7^  per  cent. 
Class  E. — Ten  renewals  of  5  per  cent. 
Class  F. — Fourteen  renewals  of  7^  per  cent. 

On  all  non-participating  plans,  except  term  and  preferred 
class,  5  renewals  of  5  per  cent. 

On  preferred  class  plans,  non-participating,  14  renewals  of 
5  per  cent. 

The  said  manager  agrees  to  collect  and  remit  to  the  said 
company,  for  a  remuneration  of  2  per  cent.,  such  premiums  on 
policies  not  issued  through  his  instrumentality,  as  the  company 
may  furnish  him  receipts  for. 

Commissions  shall  accrue  only  as  the  premiums  are  paid  jio 
said  company  in  cash. 
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When  premiums  upon  policies  issued  through  the  instrumen- 
tality of  said  manager  are  not  collected  by  said  manager,  2  per 
cent,  of  such  premiums  for  collecting  the  same  shall  be  de- 
ducted from  the  commissions  to  be  allowed  on  said  premiums. 

Q.  What  do  you  mean  by  preferred  class?  A.  The  reduced 
rate  policy. 

Q.  The  new  form  of  policy  Exhibit  766?    A.  Yes. 

Q.  Your  rates  of  commission  are  higher  than  ordinarily 
given,  are  they  not  ?     A.  No,  sir,  I  do  not  think  so. 

Q.  Are  they  not  higher  than  those  given  by  the  Mutual  Life? 
A.  No,  sir. 

Q.  Or  the  New  York  Life?  A.  I  do  not  think  so;  perhaps 
by  5  per  cent.,  for  the  high  class. 

Q.  The  Equitable  has  a  basis  of  50  per  cent.,  has  it  not?  A. 
So  I  have  understood,  yes,  sir. 

Q.  Your  experience  is  that  the  totals  do  not  vary  much,  how- 
ever the  rates  vary?     A.  That  is  my  experience,  yes,  sir. 

Q.  There  are  different  ways  of  making  up  the  total?  A. 
There  are  many  different  ways. 

Q.  And  you  think  that  your  total  is  about  as  low  as  the  total 
of  others?    A.  I  am  quite  positive  of  it. 

Q.  Is  it  any  lower?     A.  I  think  it  is  lower  than  some. 

Q.  Why  were  you  not  able  to  put  in  a  lower  scale  of  com- 
missions than  you  have  here?  A.  Simply  the  fact  of  competi- 
tion. 

Q.  Have  you  a  judgment  as  to  what  new  business  should 
cost — I  mean,  have  you  been  able  in  all  your  experience,  to  ar- 
rive at  a  conclusion  as  to  how  much  a  company  can  profitably 
expend  in  order  to  write  new  business?  A.  No,  sir,  I  must 
say  that  I  have  not.  There  are  so  many  varying  factors  that 
enter  into  that  problem  that  I  do  not  think  anybody  is  really 
competent  to  give  a  definitive  and  specific  and  fiat  opinion. 

Q.  We  would  be  glad  to  have  you  state  what  you  do  think 
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about  it,  although  you  do  not  want  to  state  a  positive  convic- 
tion. A.  Well,  it  seems  to  me  that  the  criterion  is  such  an 
amount  of  new  business  as  will  show  a  healthy  growth  and 
pi-ogression  in  the  company,  not  a  large  growth,  but  what  most 
people  would  agree  and  understand  by  a  healthy  growth — a 
moderate  increase  in  each  year. 

Q.  Can  you  conceive  of  a  condition  where  any  growth  would 
be  unhealthy?    A.  Oh,  yes,  sir. 

Q.  What  would  that  be?  A.  Why,  you  wrote  more  than 
you  could  afford  to  pay  for. 

Q.  Where  a  company  is  so  large  it  would  be  unwise  to  ex- 
tend it  further?    A.  I  can  conceive  of  those  conditions. 

Q.  You  also  consider  whether  the  cost  of  writing  the  busi- 
ness impaired  the  returns  for  existing  policyholders  ?  A.  Cer- 
tainly. I  was  about  to  remark  that  having  determined  the 
amount  of  new  business  which  will  afford  to  the  company  a 
reasonably  healthy  growth  of  progress,  it  is  easy  enough  to 
figure  out  what  you  can  afford  to  pay  to  get  that  business. 

Q.  Give  us  an  illustration  of  how  you  would  figure  that 
out.  A.  Supposing  a  company  was  so  situated  that  ten  mill- 
ions of  dollars  is  conceived  to  be  an  amount  which  it  will  af- 
ford the  company  the  aforesaid  healthy  growth.  Ten  million 
dollars  of  insurance  represents  about  four  hundred  thousand 
dollars  of  new  premiums.  It  is  then  a  question  as  to  what  pro- 
portion the  amount  of  free  surplus  of  the  company,  or  the 
amount  of  loadings  on  the  existing  premiums  paid  into  the 
company  bear  to  that  four  hundred  thousand  dollars.  The 
proportion  of  those  two  things  will  show  you  the  rate  of  com- 
mission you  can  pay  to  get  that  business. 

Q.  Why  do  you  speak  of  free  surplus — in  what  sense  is  the 
surplus  free?  A.  If  the  management  determines  it  is  in  the 
position  of  being  able  justifiably  to  use  a  certain  portion  of  the 
surplus  to  buy  new  business. 
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Q.  Then  you  would  not  say  that  was  so  in  a  mutual  com- 
pany? A.  No,  I  think  not,  not  in  a  strictly  speaking  mutual 
company — no.  I  think  perhaps  a  fairer  statement  would  be  to 
say  you  would  determine  the  amount  of  the  loadings  and  other 
incidental  sources  which  are  available  for  expenses,  and  deter- 
mine what  proportion  the  sum  of  those  bears  to  the  total  pre- 
miums, which  will  give  the  rate  of  commission  you  can  pay. 

Q.  Take  your  concrete  case  of  a  company  that  could  have 
a  normal  extension  of  ten  million  dollars  annually,  which  would 
bring  in  four  hundred  thousand  dollars  premiums  on  new  busi- 
ness. Now,  how  much  of  that  four  hundred  thousand  dollars 
would  you  think  you  could  expend  to  get  the  business?  A. 
Well,  according  to  my  way  of  looking  at  it,  it  depends  upon  the 
amount  of  loadings  you  have  on  existing  premiums.  •  >«  * 

Q.  Take  average  loadings?  A.  Of  course,  it  depends  upon 
the  size  of  the  company.  If  the  company  has  already  a  hun- 
dred million  dollars  outstanding  insurance,  that  would  give  a 
premium  income  of  approximately  four  million  dollars.  Say 
22  per  cent,  on  those  gross  premiums  would  give  you  eight 
hundred  and  eighty  thousand  dollar  loadings.  Now,  it  would 
depend  altogether  on  what  the  fixed  charges  and  general  ex- 
penses of  the  company  were  as  to  how  much  of  those  loadings 
you  could  expend  for  new  business.  In  a  company  wishing  to 
write  only  ten  million  dollars  of  business,  and  with  eight  hun- 
dred and  eighty  thousand  dollars  of  loadings,  it  could  probably 
be  thought  it  could  afford  to  pay  a  pretty  high  price  for  its  new 
business.  There  would  probably,  in  that  case,  be  at  least  after 
the  general  expenses  and  dividends — at  least  four  hundred  and 
fifty  thousand  dollars  of  free  loadings  available. 

Q.  That  could  be  used  for  business?  A.  Which  could  be 
used  for  business.  That,  of  course,  would  be  a  hundred  and 
twelve  per  cent,  of  the  premiums.     I   don't  think  anybody 
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would  advocate  paying  a  hundred  and  twelve  per  cent,  for  new 
business. 

Q.  Take  the  Washington  Life,  that  had  outstanding  insur- 
ance of  $66,000,000,  what  would  be  a  healthy  growth,  in  your 
judgment?     A.  You  mean  under  existing  conditions? 

Q.  Yes.  A.  I  should  think  to  pay  for  six  or  seven  millions  a 
year,  that  is  all  we  can  afford  to  pay  for. 

O.  Now,  what  fixes  the  loadings — do  you  have  any  criterion 
by  which  you  determine  the  amount  of  loadings?  A.  Well, 
thev  are  determined,  that  is  the  actual  loadings  on  the  pre- 
miums receivable  are  calculated. 

Q.  They  are  determined?     A.  They  are  determined. 

O.  There  is  a  great  deal  said  about  companies  living  within 
their  loadings.  What  enables  you  to  determine  what  to  live 
within?  A.  Simply  a  matter  of  calculating — simply  a  matter 
of  clerical  labor  in  taking  your  premiums,  and  determining 
H'hat  the  loadings  are. 

Q.  In  the  first  instance  you  determine  what  the  loadings 
shall  be  fixing  your  premiums  ?     A.  I  beg  your  pardon,  sir. 

Q.  You  figure  what  your  loadings  will  be  when  you  fix  your 
gross  premiums?  A.  Yes.  I  mean  having  an  existing  body  of 
premiums  coming  in  it  is  an  easy  matter  tO'  determine  what 
those  loadings  are.    It  is  simply  a  matter  of  arithmetic. 

Q.  Fixing  as  an  original  matter  your  loadings,  to  determine 
what  your  premiums  shall  be,  have  you  any  criterion?  A. 
That  has  been  largely  a  matter  of  custom,  sir. 

Q.  Yes,  and  a  matter  of  competition.  A.  And  a  matter  of 
competition. 

Q.  So  when  you  speak  now  with  regard  to  existing  com- 
panies keeping  within  the  loadings  we  mean  within  that  pro- 
vision which  its  existing  volume  of  business  makes  for  ex- 
penses?    A.  Yes,  sir. 

Q.  Now,  have  you  been  able  to  reduce  your  premiums  on 
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other  forms  of  insurance  than  this  preferred  form  Exhibit  766? 
A.  No,  sir,  and  on  those  forms  I  should  not  think  of  attempt- 
ing to  do  it. 

Q.  And  so  far  as  the  general  business  of  your  company  is 
concerned  the  economies  that  you  have  stated  will  be  repre- 
sented in  the  gains  of  surplus  ?     A.  Yes,  sir. 

Q.  And  if  the  policyholders  get  the  benefit  of  those  gains  it 
will  be  through  dividends  or  increased  amounts  payable  at  the 
end  of  deferred  periods?     A.  Yes,  sir. 

Q.  It  is  suggested  that  the  surplus  is  used  to  furnish  re- 
serves for  new  policies  that  do  not  supply  their  own  reserves? 
A.  Well,  that  is  simply  a  question  of  standpoint. 

Q.  You  can  do  it  either  way  ?     A.  You  can  figure  either  way. 

Q.  You  can  say  you  are  using  surplus  to  pay  expenses  or 
using  your  surplus  to  provide  reserves?     A.  Yes. 

Q.  A  mere  question  as  you  say  of  point  of  view?  A.  I  would 
like  to  amplify  that  if  I  might,  for  a  moment. 

Q.  Go  on.  A.  There  are  two  points  of  view  as  regards  pay- 
ing for  new  business.  One  is  that  the  new  policyholders  them- 
selves provide  the  cost  of  getting  into  the  company,  in  which 
case  the  deficient  first  year  reserves  are  a  charge  against  the 
general  fund  of  the  company. 

Q.  Exactly.  A.  The  other  theory  is — the  other  point  of 
view,  rather,  is  that  the  expenses  of  getting  new  business  are  a 
general  charge  upon  the  treasury  of  the  company  as  a  whole, 
in  which  case  the  new  premiums  provide  their  own  reserve. 

Q.  In  other  words,  you  have  got  a  certain  volume  of  money 
and  certain  disbursements  to  make,  and  you  simply  draw  out  of 
the  company's  treasury  what  is  needed  to  make  your  disburse- 
ments, and  when  you  get  to  the  end  you  have  certain  liabilities 
to  protect  through  a  valuation  of  policies,  and  you  set  aside 
what  is  necessary  for  that  purpose  and  determine  your  surplus  ? 
A.  Certainly,  sir. 
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Q.  And  from  either  point  of  view  what  the  company  can  af- 
ford to  pay  for  the  new  business  is  the  same?  A.  Oh,  cer- 
tainly, yes,  sir. 

Q.  Now,  you  have  furnished  a  statement  of  your  first  year's 
expenses?    A.  Yes,  sir. 

(Showing  witness  paper.) 

Q.  Is  that  correct  and  complete?  A.  So  far  as  I  can  make 
it,  yes,  sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

Paper  marked  Exhibit  768,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  How  does  that  compare  with  the  loading  on  premiums  re- 
ceived during  the  period — do  you  know?  A.  The  total  loading 
on  premiums  received  in  the  period  I.  should  say  would  be  about 
four  hundred  and  thirty  thousand  dollars. 

Q.  Did  you  give  us  a  statement  of  the  loadings  on  first  year's 
premiums  ?     A.  Yes,  sir. 

Q.  Have  you  a  copy  of  that  statement?  A.  No,  I  am  sorry 
to  say,  I  have  not. 

Q.  I  don't  find  it  among  the  papers.  A.  I  can  send  down  for 
it,  Mr.  Hughes. 

Q.  These  are  correct  statements  as  to  the  matters  stated? 
(Showing  witness  papers.)     A.  Yes,  sir. 

Q.  That  is,  they  state  accurately  and  fully  the  total  loadings 
received  on  first  year's  premiums,  1903  and  1904,  as  compared 
with  the  first  year's  expenses  in  those  years?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  them  in  evidence. 
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Papers  marked  Exhibits  Nos.  769  and  770,  and  read  in  evi- 
dence by  Mr.  Hughes. 

Q.  You  have  been  asked  whether  any  sums  have  been  expended 
by  the  company  in  contributions  for  political  purposes,  or  in  con- 
nection therewith,  or  payment  in  connection  vnth  legislation;  is 
this  a  complete  statement  from  the  books  of  your  company  (show- 
ing witness  paper)  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  771,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Were  there  no  other  payments  to  secure  those  services 
than  six  hundred  dollars  a  year?  A.  Not  that  I  know  of,  not 
that  I  can  ascertain,  no,  sir,  I  think  not. 

Q.  Why  was  such  a  beneficent  service  discontinued — econom- 
ical, too,  it  might  be  added?  A.  I  am  afraid  the  responsibility 
for  that  must  lay  at  the  door  of  the  present  management. 

BY  THE  CHAIRMAN: 

Q.  Who  is  Walker?  A.  I  don't  know,  sir.  I  have  no  knowl- 
edge beyond  this  correspondence.  I  think  he  is  a  Chicago  news- 
paper man  of  some  standing. 

BY  MR.  HUGHES: 

O.  The  minute  I  now  show  you  is  the  minute  of  the  Board  of 
Directors  containing  the  report  of  the  Committee  with  refer- 
ence to  the  increase  of  stock  and  change  of  management.    A. 

Yes,  sir. 
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MR.  HUGHES:  I  will  read  that  in  evidence: 

Adjourned  meeting  of  the  Board  of  Directors  of  the  Wash- 
ington Life  Insurance  Company  was  held  at  the  office  of  the 
company  on  Friday,  December  30th,  1904,  at  12.30  p.  m. 

There  was  present  the  president,  Messrs.  Bowne,  Ludington, 
Hitch,  Thomson,  Purdy,  Hard,  Braman,  Lawrence,  Pierson, 
Mead,  Haynes,  Giraud  F.  Thomson  and  the  secretary. 

Mr.  Root  was  also  present. 

The  minutes  of  the  last  meeting  were  read  and  approved. 

The  Committee  appointed  at  the  meeting  of  December  27th, 
reported  as  follows: 

To  the  Board  of  Directors  of  the  Washington  Life  Insur- 
ance Company.  The  Committee  appointed  by  your  board  on 
the  27th  of  December  to  negotiate  for  a  sale  of  the  unissued 
stock  of  the  company  with  a  view  to  obtaining  new  funds  to 
enable  the  company  to  continue  business  with  safety  to  the  pol- 
icyholders, respectfully  report: 

That  a  number  of  negotiations  have  been  in  progress;  that 
upon  a  iinal  meeting  of  the  committee  held  in  the  afternoon  of 
December  29th  it  appears  that  none  of  the  negotiations  had 
reached  any  definite  result  and  that  there  was  no  proposition 
from  any  source  before  the  committee. 

Under  these  circumstances  Mr.  L.  P.  Morton  submitted  the 
proposition  which  is  the  next  hereto  marked  A. 

Thereupon  Mr.  Morton  observing  that  he  could  not  act 
upon  the  proposition  withdrew  from  the  Committee. 

Thereafter  the  committee  in  the  absence  of  Mr.  Morton  took 
said  proposition  into  consideration,  and  resolved  to  report  the 
same  to  the  Board  and  recommend  its  acceptance. 

New  York,  December  30th,  1904. 

Very  respectfully, 
(Signed)  GEORGE  W.  HARD, 

HENRY  FOSTER  HITCH. 
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The  undersigned  ofifers  to  buy  the  7,500  shares  of  the  capital 
stock  which  the  Washington  Life  Insurance  Company  is  author- 
ized to  issue  and  to  pay  therefor  in  cash  at  the  rate  of  $175, 
viz. :  at  an  aggregate  price  of  $656,250. 

This  offer  is  subject  to  three  conditions: 

(i)  That  resignations  of  officers  and  directors  be  put  at  my 
disposal  to  enable  the  new  stockholders  to  reorganize  the  man- 
agement. 

(2)  That  the  holders  of  at  least  one-half  of  the  old  stock  give 
me  an  option  on  their  stock  for  one  year  at  par. 

(3)  That  the  Insurance  Department  is  willing  to  accept  the 
new  arrangement  as  a  satisfactory  basis  Tor  the  continuance  of 
the  company's  business. 

(Signed)  LEVI  P.  MORTON. 

December  29th,  1904. 

This  report  of  the  committee  on  motion  duly  seconded  was 
unanimously  adopted.  Mr.  Hard  and  Mr.  Hitch  expressed 
themselves  as  being  exceedingly  gratified  that  they  were  able  to 
make  a  report. 

On  motion  duly  seconded  it  was  resolved  that  a  copy  of  the 
report  of  the  committee  appointed  at  the  meeting  of  the  board 
held  December  27th  be  sent  to  each  director  not  present  at  the 
meeting  held  to-day. 

On  motion  duly  seconded  the  following  preamble  and  resolu- 
tions were  unanimously  adopted: 

Whereas,  An  examination  of  this  company  by  the  Insurance 
Department  of  the  State  and  the  further  examination  by  an  in- 
dependent actuary  employed  by  the  company  has  satisfied  the 
Board  of  Directors  of  the  company  that  the  surplus  of  the  com- 
pany is  substantially  exhausted,  and  upon  the  liquidation  of  the 
assets  of  the  company  the  reserve  for  the  security  of  the  poHcy- 
holders  would  probably  prove  to  have  been  impaired,  and, 
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Whereas,  The  company  has  been  unable  after  diligent  effort 
to  effect  the  re-insurance  of  its  risks  by  reason  of  insufficiency  of 
assets,  and, 

Whereas,  The  Insurance  Department  has  expressed  its  unwill- 
ingness to  permit  the  company  to  continue  in  business  unless 
policyholders  are  made  more  secure  by  the  contribution  of  new 
money  sufHcient  to  make  a  substantial  surplus,  and, 

Whereas,  The  committee  of  this  Board  appointed  to  nego- 
tiate for  a  sale  of  stock  which  the  Board  of  Directors  is  author- 
ized to  issue,  but  has  not  issued,  has  reported  that  the  only 
offer  for  such  stock  which  they  have  been  able  to  obtain  is  an 
offer  made  after  all  other  negotiations  have  failed  by  the  Hon- 
orable Levi  P.  Morton  for  himself  and  associates  to  purchase 
and  pay  for  said  authorized  and  unissued  stock  at  the  rate  of 
$175  for  each  100  dollars  per  value  thereof,  and. 

Whereas,  it  is  necessary  for  the  further  continuance  of  the 
company  that  the  surplus  should  be  made  up  in  time  to  appear 
in  the  annual  statement  of  December  31st,  1904; 

Now,  therefore,  in  the  exercise  of  the  power  and  discretion 
vested  in  the  Board  of  Directors  by  the  fourth  section  of  the 
seventh  article  of  the  charter  of  the  Washington  Life  Insurance 
Company,  the  Board  of  Directors, 

Resolve  to  increase  and  does  hereby  increase  the  capital 
stock  of  the  company  to  the  amount  of  five  hundred  thousand 
dollars,  and  for  that  purpose  it  does  hereby  provide  that  the  of- 
ficers of  the  company  receive  and  accept  the  subscription  of  the 
Honorable  Levi  P.  Morton  for  stock  additional  to  that  hereto- 
fore issued  to  the  amount  of  $375,000  per  value  divided  into 
7,500  shares  of  fifty  dollars  each  at  $87.50  per  share,  payable  in 
cash,  and  issue  the  said  stock  to  the  said  Honorable  Levi  P. 
Morton  or  such  persons  as  he  shall  designate  upon  payment  of 
the  said  purchase  price. 

The  resignations  of  all  directors  present  at  the  meeting  were 
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then  called  for.     The  resignations  were  tendered  and  placed 
in  the  hands  of  Mr.  Root. 

Mr.  Mead's  resignation  as  director  was  accepted. 

The  president  then  called  for  the  unanimous  consent  of  the 
directors  to  suspend  Article  i6  of  the  by-laws  entitled  "Va- 
cancies." 

The  unanimous  consent  being  given  the  Board  proceeded  to 
the  election  of  directors  to  fill  vacancies. 

The  following  gentlemen  were  nominated:  .       i 

Thomas  F.  Ryan, 

Harry  Payne  Whitney,  J 

Payne  Whitney, 

Charles  H.  Allen, 

William  A.  Street, 

Winthrop  Rutherford, 

Elihu  Root,  and 

John  Tatlock. 

On  motion  duly  seconded  the  secretary  was  instructed  to  cast 
one  ballot  for  the  election  of  these  gentlemen  as  directors  and 
they  were  declared  unanimously  elected. 

On  motion  duly  seconded  it  was  resolved  that  the  Board  ad- 
journ to  meet  Tuesday,  January  3d,  1905,  at  11  a.  m. 

The  president  then  tendered  his  resignation,  and  his  resigna- 
tion was  accepted,  Air.  Hitch  taking  the  chair. 

Mr.  Root  stated  that  the  Mutual  Life  Insurance  Company  had 
given  j\Ir.  John  Tatlock,  the  associate  actuary  of  that  company, 
a  three  month's  leave  of  absence,  in  order  that  he  might  super- 
vise the  afifairs  of  the  Washington  Life  Insurance  Company  with 
the  distinct  understanding  that  Mr.  Tatlock  is  to  have  absolute 
control  for  that  purpose. 
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On  motion  duly  seconded  Mr.  John  Tatiock  was  elected  presi- 
dent of  that  company. 

On  motion  the  meeting  adjourned. 

GULIELMUS  H.  BREWER, 

Secretary. 

O.  Prior  to  the  re-organization  of  the  management  of  the 
company  at  the  end  of  last  year  the  company  had  made  very 
few  investments  in  stocks,  had  it  not,  or  bonds?  A.  Very  few, 
yes,'  sir. 

Q.  What  was  the  amount  of  the  outstanding  securities  owned 
by  the  company  at  the  end  of  1904?  A.  It  was  about  $453,000 
— less  than  half  a  million. 

Q.  And  they  are  thus  stated  in  the  annual  report  of  the  com- 
pany— you  find — found  that  to  be  correct?     A.  Yes. 

Q.  What  has  been  the  amount  which  has  been  invested  in 
securities  since  January  i,  1905?  A.  Something  over  four 
million  dollars — about  $4,100,000,  I  should  say. 

Q.  What  is  the  explanation  of  such  a  large  investment  in 
1905?  A.  Well,  the  Finance  Committee  felt  that  the  investments 
of  the  company  in  bonds  and  mortgage  loans,  and  in  real  estate, 
were  altogether  too  heavy,  and  the  amount  of  money  which 
we  have  had  for  investment  has  been  in  the  form  of  negotiable 
securities. 

Q.  How  much  did  you  have  invested  in  real  estate  prior  to 
or  at  the  end  of  1904?    A.  About  $6,300,000,  sir. 

Q.  And  has  any  considerable  part  of  that  been  withdrawn 
from  investment  in  real  estate?  A.  No,  sir.  We  have  sold 
one  piece  of  property  amounting  to  about  $150,000,  and  there 
was  a  mortgage  on  one  of  the  pieces  of  property  included  in 
the  schedule  which  has  since  been  paid,  which,  of  course,  in- 
creases by  $350,000,  the  amount  of  real  estate. 
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Q.  How  have  the  moneys  been  provided  which  have  been 
used  for  the  purchase  of  securities  in  1905?  A.  At  the  begin- 
ning of  the  year  there  were  bank  balances  amounting  to  about 
$1,750,000,  which  had  accrued  from  loans  paid  off  under  the 
old  administration,  and  not  reinvested,  from  current  income, 
and  from  the  amount  paid  in  for  the  new  stock.  There  has 
been  paid  in  this  year  into  the  treasury  or  the  company  a  large 
amount  of  bond  and  mortgage  loans,  the  proceeds  of  which 
have  had  to  be  reinvested. 

Q.  What  amount  of  bond  and  mortgage  loans  have  come  in 
which  you  have  reinvested?  A.  I  should  think  between  three 
and  four  millions. 

Q.  Between  three  and  four  million  dollars.  Were  they  called 
to  any  extent?  A.  Some  of  them  were  due  and  were  called. 
On  a  number  of  them  the  company  was  advised  by  the  insurance 
department  to  call  for  a  reduction  of  principal,  and  reductions 
were  very  generally  made,  and  some  of  those  loans  were  paid 
off  in  addition. 

Q.  Has  it  been  the  policy  of  the  new  management  to  invest 
so  far  as  possible  in  negotiable  securities  and  to  lessen  its  in- 
vestment in  mortgages  in  real  estate?  A.  Yes,  sir,  by  reason 
of  the  fact  that  real  estate  itself  and  bond  and  mortgage  loans 
on  real  estate  are  the  same  kind  of  investment  practically. 

Q.  Well,  why  do  you  not  regard  an  investment  in  real 
estate  or  that  is  to  say  in  mortgages  secured  by  real  estate  as 
a  very  satisfactory  investment  for  a  life  insurance  company? 
A.  Experience,  I  think,  has  shown  that  it  is  well  for  a  life  in- 
surance company  of  any  size  to  have  its  investments  distributed 
through  different  kinds. 

Q.  What  is  the  amount  you  now  have  invested  on  bond  and 
mortgage  on  real  estate?  A.  About  four  and  a  half  million  dol- 
lars. 
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Q.  What  is  the  amount  you  now  have  invested  in  real  estate? 
A.  About  $6,700,000. 

Q.  And  the  real  estate  holdings  on  December  18,  1905,  ac- 
cording to  their  book  value  amount  to  $6,652,484?    A.  Yes. 

Q.  How  does  that  compare  with  the  amount  of  real  estate 
holdings  at  the  end  of  1904?  A.  I  think  it  is  an  increase  of 
about  two  hundred  thousand  dollars,  something  like  that. 

MR.  HUGHES :  I  will  have  this  sheet  of  real  estate  holdings 
furnished  by  you  marked  for  identification. 

(Paper  marked  Exhibit  772  for  identification). 

THE  WITNESS:  That  increase  is  not  due  to  the  acquisition 
of  any  new  real  estate.  It  is  due  to  the  mortgages  that  were 
paid  off. 

Q.  Is  this  last  Exhibit  yy2  for  identification  a  complete  Hst 
of  your — of  all  your  real  estate  holdings  on  December  18,  1905? 
A.  Yes,  sir. 

Q.  And  these  have  not  changed  since  1904  save  to  the  ex- 
tent any  mortgage  upon  certain  of  them  was  paid  off?  A.  Was 
paid  off,  yes,  that  is  right. 

Q.  What  was  the  amount  at  the  end  of  1904  invested  in  bond 
and  mortgage  upon  real  estate?  A.  I  suppose  about  eight 
millions — I  really  don't  remember — (examining  book) — $6,- 
700,000. 

Q.  What  is  the  amount  now  invested  in  bond  and  mortgage 
upon  real  estate?    A.  About  four  and  a  half  million  dollars. 

Q.  So  you  have  reduced  that  a  couple  of  million  dollars?  A. 
Yes,  sir. 
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Q.  And  you  have  invested  since  the  first  of  the  year  three 
or  four  miUion  dollars  in  securities?  A.  Over  four  miUion 
dollars. 

Q.  Over  four  miUion  dollars  in  securities?     A.  Yes,  sir. 

Q.  Is  the  list  which  your  company  has  presented  to  the  Com- 
mittee a  complete  list  of  the  securities  owned  by  your  company 
as  of  October  31,  1905?     A.  Yes,  sir. 

(Paper  marked  Exhibit  773  for  identification). 

MR.  HUGHES:  The  securities  owned  on  October  31,  1905, 
and  purchased  since  January  i,  1905,  consist  of: 

Hocking  Valley  Preferred. 

Allegheny  &  Western  Railway  Company. 

Cleveland  &  Pittsburg  Railroad  Company. 

The  Brooklyn  City  Railroad  Company. 

Mobile  &  Ohio  Railroad  Company. 

The  Morris  &  Essex  Railroad  Company. 

Rome,  Watertown  &  Ogdensburg  Railroad  Company. 

The  United  New  Jersey  and  Canal  Company. 

Consolidated  stock  of  the  City  of  New  York. 

Corporate  stock  of  the  City  of  New  York. 

City  of  Richmond,  Virginia. 

City  of  Havana,  Municipal. 

Oregon  Railroad  &  Navigation  Company  Consolidated 
Mortgage. 

Ohio  Prior  Lien. 

Missouri,  Kansas  &  Texas  Company  First  Mortgage. 

The  Rio  Grande  &  Western  Railroad  Company  First  Mort- 
gage. 

Reading  Company  General  Mortgage. 
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Second  Avenue  Railroad  Company,  First  Consolidated  Mort- 
gage. 

Chicago,  Burlington  &  Quincy  Joint  Consolidated. 

Kansas  City,  Ft.  Scott  &  Memphis  Railroad  Company  Re- 
funding. 

Western  Maryland  Railroad  Company  First  Mortgage. 

Western  Union  Telegraph  Company  Refunding  and  Real 
Estate  Mortgage. 

Otegon  Short  Line  Railroad  Company  Refunding  Mortgage. 

Continental  Coal  Company  First  Mortgage. 

Atchison,  Topeka  &  Santa  Fe  Railroad  General  Mortgage. 

Southern  Pacific  Railroad  Company  First  Consolidated  Re- 
funding Mortgage. 

Texas  &  Pacific  Railway  Company  First  Mortgage. 

Westchester  Lighting  Company  First  Mortgage. 

Kansas  City,  Ft.  Scott  &  Memphis  Railroad  Company  Consoli- 
dated Mortgag'e. 

Choctaw,  Okhahoma  &  Gulf  Railroad  Company  Consolidated 
Mortgage. 

Lackawanna  Steel  Company  Gold  Notes. 

The  Long  Island  Railroad  Company  Refunding  Mortgage. 

The  Chicago,  Rock  Island  &  Pacific  Railway  Company,  Col- 
lateral Trust  Series. 

Central  Vermont  Railway  Company  First  Mortgage. 

Chesapeake  &  Ohio  Railroad  Company  General  Mortgage. 

Minneapolis  &  St.  Paul  Sault  Ste.  Marie  Railroad  Company 
Consolidated  Mortgage. 

Galveston,  Harrisburg  &  San  Antonio  Railway  Company 
First  Mortgage. 

Pennsylvania  Railroad  Company  Consolidated,   1905. 

Mason  City  &  Fort  Dodge  Railroad  Company  First  Mort- 
gage. 

Central  of  Georgia  Railway  Company  Consolidated  M'ortgage. 

Seaboard  Air  Line  Company. 
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Atlanta  &  Birmingham  First  Mortgage. 
Imperial  Japanese  Government  Sterling  Loan,  Second  Series. 
St.  Louis,  Memphis  &  Southeastern  Railroad  Company  First 
Mortgage. 

Baltimore  &  Ohio  Railroad  Company,  Southwestern  Division 
First  Mortgage. 

The  Louisville  &  Nashville  Railway  Company  Collateral  Trust 
Mortgage. 

The  Central  Pacific  Railway  Company  First  Refunding  Mort- 
gage. 

Atlanta  Coast  Line  Railroad  Company  First  Consolidated 
Mortgage. 

Norfolk  &  Western  Pocahontas  Joint. 

The  Lake  Shore  &  Michigan  Southern  Railway  Company 
Debentures. 

Making  an  aggregate  cost  of  $4,604,742.19;  the  present  book 
value  is  stated  to  be  $4,568,866.71. 

Q.  I  find  that  I  was  in  error  in  stating  that  those  were  all 
purchased  since  January  i,  1905?  A.  Yes,  sir,  I  was  about  to 
call  your  attention  to  it. 

Q.  The  purchases  are  all  since  January  i,  1905,  with  the 
following  exceptions: 

Consolidated  stock  of  the  City  of  New  York  in  1899. 
Corporate  stock  of  the  City  of  New  York  in  1904. 
City  of  Richmond,  1889  and  1894. 

City  of  Havana  Municipal,  1899  and  1900,  Oregon  Railroad 
Navigation  Company  1901,  Baltimore  &  Ohio,  Missouri,  Kan- 
sas and  Texas,  Rio  Grande  and  Western,  and  Reading  General 
Mortgage  in-1902.    A.  Yes. 

Q.  Now,  these  are  all  the  purchases  made  by  the  company 
since  January  ist,  1905,  or  the  securities  now  on  hand?  A.  Yes, 
sir. 

Q.  Have  you  a  statement  of  securities  which  have  been  pur- 
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chased  and  resold  since  January  ist,  1905?    A.  They  have  been 
furnished  to  the  Committee. 

Q.  Did  these  three  transactions  represent  all  the  transactions  of 
purchases  of  securities  since  1905,  other  than  syndicate  participa- 
tions, than  those  stated  in  Exhibit  773  for  identification  containing 
a  list  of  securities  now  owned  ?    A.  Yes,  sir,  I  think  they  do. 

MR.  HUGHES :  I  ofifer  these  three  sheets  in  evidence. 

(Papers  marked  774,  775  and  776  respectively.) 

(Exhibits  774,  775  and  776  will  be  found  in  the  book  of  ex- 
hibits.) 

MR.  HUGHES:  By  Exhibit  774  it  appears:  The  American 
Tobacco  Company,  maturity  August  ist,  195 1,  rate  of  interest  four 
per  cent.,  interest  period  February  and  August  ist,  as  follows — 
purchases  indicated  in  black  ink  and  sales  in  red  ink. 

The  purchases  are  as  follows :  January  13,  1905 — $100,000  at 
72,  less  interest  $1,800,  $70,200,  Ryan  &  Kelly. 

March  3,  1905 — $45,000  at  cost  75.375,  less  interest  $160,  book 
value  $33>758-75.  Ryan  &  Kelly. 

March  3 — $40,000,  cost  price  75.125,  less  interest  $160,  book 
value  $29,907.78,  Ryan  &  Kelly. 

March  3 — $40,000,  cost  price  75.125,  less  interest  $142.22,  book 
value  $1,492.89,  Ryan  &  Kelly. 

March  6 — Par  value  $9,000,  cost  price  75-375,  less  interest  $35, 
book  value  $6,748.75,  Ryan  &  Kelly. 

March  6 — $4,000  at  75.125,  less  interest  $15.55,  book  value 
$2,989.45,  Ryan  &  Kelly. 

Sales :  February  10,  1905 — $5,000  at  77.625,  book  value  $3,510. 
Credit  profit  and  loss  account  $366.25. 
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February  loth — Par  value  $35,000.  price  77.750,  book  value 
$24,570.    Credit  profit  and  loss  account  $2,607.50. 

February  10— Par  value  $10,000,  price  77.875,  book  value 
$7,020.    Credit  profit  and  loss  account  $57.50. 

July  13,  1905— Par  value  $55,000,  price  76.250,  book  value 
$40,332-46.  Credit  profit  and  loss  account  $615.04.  H.  H.  Ryan 
&  Brother. 

July  13,  1905— $95,000,  price  76.375,  book  value  $69,665.16. 
Credit  profit  and  loss  account  $1,181.09.    A.  A.  Ryan  &  Brother. 

Q.  That  closed  out  the  $200,000?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  this  paper  in  evidence. 

(Paper  marked  Exhibit  775.) 

(Exhibit  775  will  be  found  in  the  Book  of  Exhibits.) 


MR.  HUGHES :  Without  reading  it  in  detail,  it  shows  the  pur- 
chase of  the  American  Tobacco  Company  preferred  stock,  rate  of 
interest  six  per  cent.,  as  follows : 

January  13th,  1905,  par  value $70,000 

January  13th,  1905,  par  value 20,000 

January  i6th,  1905,  par  value 10,000 

Making  a  total  of $100,000 

through  Ryan  &  Kelly.  On  July  14th  and  19th,  sales  of  $100,000 
through  Ryan  &  Kelly,  and  the  profit  on  the  entire  transaction  of 
$3>993-34- 
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Exhibit  776  is  the  Imperial  Japanese  Government  Second  Series 
Bonds,  six  per  cent.,  maturing  191 1,  and  shows  the  purchase  of 
$200,000  on  January  17th  and  19th,  1905,  through  the  Morton 
Trust  Company,  and  sales  of  $200,000  in  February  and  March, 
1905,  through  Ryan  &  Kelly  with  a  profit  of  $11,290.27. 

Q.  Why  was  it  you  closed  out  the  American  Tobacco? .  A. 
We  bought  it  in  January  at  the  time  we  were  confronted  with 
the  investment  of  a  large  sum  of  money — nearly  $2,000,000. 
Those  securities  were  not  bought  for  a  permanent  investment,  sim- 
ply for  the  time  being,  because  they  paid  a  good  rate  of  interest, 
and  there  was  a  prospect  of  appreciation. 

Q.  How  did  you  justify  the  buying  of  securities  for  a  mere 
temporary  measure,  and  not  as  a  permanent  investment  ?  A.  The 
finance  committee  felt  it  necessary  that  we  ought  to  get  that 
amount  of  money  at  work. 

Q.  Have  you  the  minute  of  the  board  authorizing  that  purchase  ? 
A.  Yes,  sir ;  I  think  it  was  January  i8th. 

Q.  Is  this  the  minute  of  the  meeting?  A.  I  think  so,  1,000 
shares  six  per  cent,  preferred  American  Tobacco  Company  stock, 
at  the  market  price 

MR.  HUGHES  :  I  will  read  the  minutes  upon  the  record : 

A  meeting  of  the  finance  committee  of  the  Washington  Life 
Insurance  Company  was  held  at  the  office  of  the  Morton  Trust 
Company,  38  Nassau  Street,  on  Thursday,  February  12th,  1905, 
at  II  a.  m. 

Present— Mr.  Morton,  Mr.  Ryan  and  Mr.  Tatlock. 

Mr.  H.  P.  Whitney  was  also  present  by  invitation. 

Among  the  minutes  is  the  following: 

It  was  moved  that  the  company  purchase  the  following  securi- 
ties: 
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Two  hundred  thousand  of  C,  B.  &  Q.  joint  four  per  cent,  bonds 
at  such  a  price  under  par  as  they  may  be  procured. 

One  hundred  thousand  American  Tobacco  Company  four  per 
cent,  bonds,  at  the  market  price,  and 

One  thousand  shares  of  the  six  per  cent,  preferred  stock  of  the 
American  Tobacco  Company  at  the  market  price. 

Motion,  being  duly  put,  was  carried. 

On  motion,  adjourned. 

JOHN   TATLOCK, 

President. 

Q.  Some  of  these  purchases  had  already  been  made  under  date 

of  January  13th  and  January  17th,  when  this  meeting A. 

But  this  is  January  12th. 

Q.  Oh,  yes,  I  was  mistaken  in  reading  the  date.  Do  you  find, 
any  authorization  of  the  second  purchase  of  $100,000  or  any  rati- 
fication ?     A.  No,  sir,  I  do  not,  under  the  dates  stated  there. 

Q.  Why  did  you  close  out  the  American  Tobacco  securities? 
A.  We  got  to  the  point  where  it  showed  us  a  profit  on  the  sale,  and 
we  thought  it  was  a  good  time  to  sell  them. 

Q.  Was  it  not  because  the  investment  in  those  securities  was 
disapproved  by  the  board  of  directors?  A.  The  auditing  com- 
mittee of  the  board  of  directors  did  express  a  resolution  to  that 
effect. 

Q.  And  that  is  found  in  the  minutes  of  July  i8th,  1905,  of  the 
board?  A.  Yes.  My  recollection  is  very  clear  that  we  had  already 
determined  to  sell  them,  because  there  was  a  distinct  understand- 
ing when  we  bought  theri^  they  were  only  to  be  held  for  a  tem- 
porary purpose. 

MR.  HUGHES :  I  will  read  the  following  minutes : 

The  regular  quarterly  meeting  of  the  board  of  directors  of  the 
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Washington  Life  Insurance  Company  was  held  at  the  office  of  the 
company,  141  Broadway,  New  York,  on  Tuesday,  July  i8th,  1905. 

The  president  in  the  chair. 

Present — Messrs.  Allen,  S.  B.  Clarke,  Eustis,  Ford,  Hard,  Mor- 
ton, Parker,  Rutherford,  Street,  Tatlock  and  Thomas. 

The  minutes  of  the  quarterly  meeting  of  April  18,  1905,  were 
read  and  approved. 

On  the  request  of  the  president  the  report  of  the  Auditing 
Committee  was  read  by  Mr.  Hard  in  consequence  of  the  ab- 
sence, of  the  chairman  of  that  committee,  Mr.  Valentine  P. 
Snyder. 

Your  committee  in  accordance  of  Article  6  of  the  by-laws  of 
the  company  has  made  an  examination  as  on  June  30,  and  beg 
to  report  as  follows  : 

It  seems  proper  to  remark  by  way  of  introduction  that  this 
is  the  first  audit  on  the  part  of  the  present  Board  of  Directors 
under  the  new  management.  It  has  therefore  become  necessary 
to  familiarize  ourselves  with  such  changes  as  have  been 
adopted,  and  to  gain  an  intelligent  comprehension  of  these 
methods  and  the  results  intended  to  be  obtained  thereby. 

With  this  in  mind  the  committee  has  had  before  it  all  the  officials 
of  the  company  charged  with  the  supervision  of  the  accounts  and 
responsible  therefor,  and  has  made  detailed  and  searching  in- 
quiries into  all  points  which  have  come  up  in  the  course  of  the 
examination,  as  to  which  the  committee  desired  information  in 
regard  to  the  purpose  of  a  method  adopted  or  the  course  of 
procedure  followed  in  any  given  case. 

The  cash,  bonds  and  mortgage,  stocks  and  bonds  and  title 
papers  to  real  estate  were  examined  by  the  members  of  the 
committee  and  found  to  agree  with  the  statement  prepared  for 
their  use,  and  which  is  submitted  herewith. 

The  examination  of  books  and  accounts  was  made  by  Mr.'  W. 
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J.  Wells,  a  professional  accountant,  retained  by  the  company  as 
an  independent  examiner  of  its  accounts,  both  at  the  home  office 
and  in  the  agencies,  and  his  report  to  the  committee  is  a  verifica- 
tion of  the  reports  prepared  for  the  committee  by  the  officers 
and  submitted. 

We  therefore  report  that  having  made  the  examination  called 
for  by  the  by-laws,  we  find  the  assets  and  accounts  correctly 
reported  in  the  statements  submitted  to  us. 

The  president  will  submit  a  brief  statement  of  the  operations 
of  this  company  for  the  past  six  months,  as  compared  with  the 
corresponding  period  of  1904,  and  also  a  statement  regarding  the 
liabilities  of  the  company.  This  side  of  the  account  being  almost 
wholly  actuarial  in  the  minutes  and  passed  by  the  committee  on 
the  statement  of  the  president,  acting  as  the  actuary  of  this 
company. 

Your  committee  desires  to  call  the  attention  of  the  directors 
to  this  specific  point : 

Comment  upon  these  points  is  worthy  of  attention  because,  as 
is  known  by  the  Board  of  Directors,  the  circumstances  of  the 
company  are  in  a  somewhat  peculiar  position  owing  to  the  con- 
ditions which  have  necessitated  the  change  of  management. 

For  the  purpose  among  others  of  avoiding  any  chances,  even 
the  slightest,  that  these  conditions  may  be  reproduced,  the 
committee  mention  the  following  items  to  which  it  thinks  that 
the  attention  of  the  management  should  be  especially  directed. 

We  find  that  interest  is  overdue  on  bond  and  mortgage  on 
three  pieces  of  property,  the  amounts  of  overdue  interest  being 
$10,125.  We  are  advised  by  the  president  that  this  matter  is 
receiving  his  prompt  and  careful  attention,  and  he  is  of  the 
opinion  that  these  loans  are  all  good,  and  that  this  matter  will 
.shortly  be  adjusted. 

We  note  several  investments  in  industrial  securities  among 
the  assets  of  the  company,  and  the  committee  doubts  whether 
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they  will  meet  with  the  approval  of  the  Superintendent  of  Insur- 
ance.   We  suggest  that  no  further  investments  of  this  characte 
be  made  by  the  company. 

Your  committee  is  of  the  opinion  that  the  amount  of  real 
estate  owned  by  the  company  is  too  large  and  believes  in  the 
policy  of  reduction  as  rapidly  as  may  be,  and  in  regard  to  this,  we 
are  informed  by  the  president  that  his  views  are  entirely  in  har- 
mony with  the  opinion  expressed  by  the  committee. 

Regarding  the  matter  of  expenses,  the  committee  finds  that 
there  has  been  a  very  large  reduction  both  in  regard  to  the 
agency  business  and  in  the  administration  of  the  home  office. 
By  way  of  illustration,  we  remark  that  the  salary  list  at  the  end 
of  last  year  stood  at  $156,000,  while  now  it  stands  at  $96,000, 
showing  a  reduction  of  sixty  thousand  dollars  in  this  item  alone. 
In  regard  to  this  the  committee  desires  to  express  its  commenda- 
tion. 

The  committee  approves  of  the  policy  of  the  management  in 
attempting  to  lay  firm,  secure  and  safe  foundation  here  in  the 
first  place  for  the  conduct  of  the  business.  The  committee  does 
not  believe  that  an  aggressive  movement  to  build  up  a  large  vol- 
ume of  insurance  business  can  be  successfully  carried  out  until 
the  foundation  has  first  been  securely  laid. 

The  committee  is  in  hearty  accord  with  the  opinion  expressed 
by  the  president,  that  before  entering  upon  an  aggressive  cam- 
paign for  new  business,  or  for  the  increase  of  business,  it  is  very 
essential  that  a  proper  foundation  of  stability  be  first  assured, 
and,  in  general,  the  committee  desires  to  express  the  opinion 
that  based  upon  its  examination,  and  with  the  oiificers,  it  de- 
sires to  express  full  commendation  upon  what  has  already  been 
done,  and  its  belief  that  the  methods  adopted  will  produce  satis- 
factory results.  (Signed)  V.  P.  SNYDER. 

(Signed)  GEORGE  M.  HARD. 
(Signed)  WILLIAM  C.  EUSTIS. 
(Signed)  H.  WARD  FORD. 
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On  motion  of  Mr.  Morton,  duly  seconded,  the  report  of  the 
Auditing  Committee  was  accepted  and  ordered  on  file. 

The  statement  of  the  business  affairs  of  the  company  for  the 
six  months  ending  June  30,  1905,  was  then  read  by  the  presi- 
dent. 

MR.  HUGHES :  In  order  that  the  record  of  securities  pro- 
duced may  be  complete,  I  will  offer  in  evidence  Exhibit  No.  jj;}, 
for  identification. 

(Paper  marked  Exhibit  No.  773  in  evidence.) 

(Exhibit  No.  773  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Who  have  acted  for  the  company  as  brokers  in  making  the 
purchases  stated?  A.  The  firm  of  Ryan  &  Kelly,  afterward 
changed  into  the  firm  of  A.  A.  Ryan  &  Brothers ;  McVickar  & 
Phelps,  Joseph  Walkers'  Sons,  and  we  have  bought  a  number  of 
securities  direct  from  the  sellers. 

Q.  What  proportion  of  your  securities  have  been  purchased 
through  Ryan  &  Kelly,  or  through  A.  A.  Ryan  &  Brother?  A. 
I  have  not  examined  that,  but  I  should  say  about  from  one-third 
to  forty  per  cent.,  perhaps  a  half. 

Q.  A.  A.  Ryan  &  Brother  succeeded  Ryan  &  Kelly?  A.  Suc- 
ceeded Ryan  &  Kelly. 

Q.  On  July  i  ?    A.  On  July  i ;  yes,  sir. 

Q.  Where  do  your  company  keep  its  bank  account  ?  A.  They 
have  five  accounts. 

Q.  What  are  they?  A.  One  in  the  Chatham  National  Bank, 
the  Liberty .  National  Bank,  the  National  Bank  of  Commerce, 
the  Morton  Trust  Company  and  the  Girard  National  Bank  of 
Philadelphia. 
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Q.  When  were  these  accounts  opened?  A.  The  accounts  in 
the  Morton  Trust  Company  and  in  the  Chatham  National  Bank 
were  opened  many  years  ago.  The  account  in  the  National 
Bank  of  Commerce  was  opened  in  the  spring  and  in  the  Liberty 
National  Bank  some  years  ago,  two  or  three  years  ago,  I  think, 
two  years  ago ;  and  in  the  Girard  National  Bank  in  Philadelphia 
about  June,  I  think. 

Q.  Have  you  opened  any  new  accounts  since  the  beginning  of 
the  year?    A.  The  Girard  and  the  National  Bank  of  Commerce. 

Q.  What  is  the  average  balance  carried  with  the  National 
Bank  of  Commerce?  A.  About  twenty-five  thousand  dollars, 
twenty  thousand  to  thirty  thousand  dollars. 

Q.  What  is  your  most  active  bank  account?  A.  The  Girard 
and  the  Liberty.  The  Liberty  for  drafting,  and  the  Girard  is  the 
bank  that  we  put  our  collections  through. 

Q.  What  rate  of  interest  are  you  paid  upon  these  accounts,  or 
balances?  A.  Two  per  cent,  in  all  cases,  except  in  the  Morton 
Trust  Company,  where  we  are  paid  two  and  one-half  per  cent., 
and  in  the  Chatham  we  receive  no  interest  on  five  thousand  dol- 
lars. 

Q.  Is  there  any  amount  in  the  Morton  Trust  Company  on 
which  you  receive  no  interest?    A.  No,  sir. 

Q.  Or  in  the  National  Bank  of  Commerce?    A.  No,  sir. 

Q.  Is  the  National  Bank  of  Commerce  an  active  account? 
A.  No,  sir. 

Q.  Why  is  it  inactive,  or  what  is  it  kept  for?  A.  It  is  kept  to 
have  twenty-five  thousand  to  thirty  thousand  dollars  to  draw 
upon  as  an  emergency.    We  have  used  it  in  some  cases. 

Q.  I  note  that  the  account  with  the  Morton  Trust  Company  in 
1904  ran  along  from  $126,000  and  upward,  balance  in  July,  1904, 
to  $181,000,  balance  in  November,  1904  and  then  was  increased 
in  December  to  $1,057,000.  Was  that  through  the  proceeds  of 
the  sales  of  stocks?     A.  Proceeds  of  the  sales  of  stocks,  all 
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covered  into  that  account,  and  then  the  loans  paid  off  in  De- 
cember under  the  old  management  were  covered  into  that — that 
is  our  investment  account. 

Q.  Then  in  January,  1905,  a  balance  in  the  Morton  Trust 
Company  is  $475,000,  $695,000  in  February,  and  falls  to  $259,000 
in  March,  rises  to  $900,000  in  May,  falls  to  $459,000  in  June, 
then  $239,000  in  July,  $124,000  in  August,  $72,000  in  September, 
and  $20,000  in  October.  What  is  the  explanation  of  the  fluctua- 
tion? A.  The  explanation  is  that  all  the  money  we  received 
from  the  loans  that  were  paid  off  were  turned  into  the  invest- 
ment account  in  the  Morton  Trust  Company.  It  was  only  by 
September  or  October  that  we  were  able  to  get  our  money  out 
as  investments  rather  than  in  the  form  of  bank  balances. 

MR.  HUGHES :  I  will  have  this  paper  marked  for  identifica- 
tion. 

(Paper  marked  Exhibit  No.  778  for  identification.) 

Q.  Was  this  resolution  adepted  by  your  Finance  Committee 
on  January  6,  1905  (indicating)  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  read  the  minutes  : 

"A  meeting  of  the  Finance  Committee  of  the  Washington 
Life  Insurance  Company  was  held  at  the  office  of  the  Morton 
Trust  Company  at  38  Nassau  street,  on  January  6,  1905,  at  ten 
thirty  A.  M. 
Present : 
Mr.  Morton, 
Mr.  Ryan, 
Mr.  Tatlock. 
Mr.  Allen  was  also  present  on  invitation. 
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The  minutes  of  the  last  meeting  of  the  Finance  Committee, 
held  on  October  i8,  1904,  were  read. 

On  motion  it  was 

RESO'LVED,  That  the  bank  accounts  of  the  company  in  the 
Bank  of  America,  and  in  the  United  States  Mortgage  &  Trust 
Company  be  closed  and  that  the  respective  balances  in  these 
depositories  be  transferred  to  the  account  of  the  company  in  the 
Morton  Trust  Company.  Also,  that  the  balance  in  the  Chatham 
National  Bank  be  reduced  in  the  discretion  of  the  president,  and 
that  the  Liberty  National  Bank  be  considered  as  the  depository 
for  the  active  account  of  the  company.    Motion  carried." 

Q.  Those  instructions  were  carried  out?    A.  Yes,  sir. 

Q.  Do  you  find  any  record  of  syndicate  participation  by  the 
Washington  Life  Insurance  Company  prior  to  January  i,  1905? 
A.  No,  sir. 

Q.  Have  there  been  syndicate  participations  by  that  company 
since  that  time  ?    A.  Yes,  sir. 

Q.  How  many  syndicates  has  the  Washington  Life  Insurance 
Company  gone  into  since  the  first  of  January,  1905  ?    A.  Six. 

Q.  And  these  are  the  six  indicated  by  the  papers  you  have 
given  me  (indicating)?    A.  Yes,  sir. 

Q.  This  sheet  that  you  now  hand  me  shows  the  participation 
in  the  Imperial  Japanese  Government  Sterling  Loan  Syndicate, 
4I  per  cent.  Government  bonds,  due  1925  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  779.) 

(Exhibit  No.  779  will  be  found  in  the  Book  of  Exhibits.) 
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Q.  What  is  the  amount  of  the  participation  of  the  Washington 
Life  Insurance  in  that  syndicate?  A.  It  was  ten  thousand 
pounds. 

Q.  Through  whom  was  the  allotment  received?  A.  Kuhn, 
Loeb  &  Company. 

Q.  What  amount  was  paid  on  the  subscription  ?  A.  The  first 
installment — they  allotted — the  condition  of  the  participation 
was  that  the  participants  should  subscribe  to  an  equal  amount. 

Q.  Is  this  the  letter  (handing  paper)  ?  A.  Yes,  sir.  We  were 
allotted  half  of  the  participation.  The  first  installment  was 
twenty-five  hundred  dollars  and  we  paid  the  balance  of  the  sub- 
scription price. 

M'R.  HUGHES :  I  offer  the  letter  in  evidence. 

(Paper  marked  Exhibit  No.  780.) 

Q.  Now,  did  you  accept  that  participation?     A.  Yes,  sir. 

Q.  What  payments  were  called?  A.  No  payments  were  called 
on  account  of  the  syndicate. 

Q.  No  payments  at  all?    A.  No,  sir. 

Q.  Did  you  withdraw  your  bonds  ?  A.  We  took  our  bonds 
and  paid  for  them,  yes,  sir. 

Q.  What  bonds  did  you  take?  A.  We  took  twenty-five  thou- 
sand dollars  New  York  Stock  Exchange  face,  which  was  the 
amount  allotted  to  us  under  the  subscription. 

Q.  Then  you  did  not  get  the  full  allotment?  A.  We  did  not 
get  the  full  allotment,  no. 

Q.  What  did  you  pay  for  the  twenty-five  thousand?  A.  It 
is  stated  there.    The  total  sum  of  $21,885.93. 

Q.  You  took  those  from  the  syndicate  managers?     A.  Yes. 

Q.  Then  subsequently  did  you  get  a  profit  from  the  syndicate 
managers?    A.  Yes. 
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Q.  Is  this  the  letter  conveying  it  (handing  paper)?  A.  Yes, 
sir. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  781). 

Q.  I  find  in  this  statement,  Exhibit  No.  779  a  reference  to 
one  hundred  thousand  dollars  paid  April  26,  1905,  to  the  Mor- 
ton Trust  Company?    A.  That  was  an  additional  purchase. 

Q.  That  was  an  additional  purchase  of  what?  A.  Of  that 
same  bond.    It  had  nothing  to  do  with  the  syndicate. 

Q.  Then  these  purchases  appear  in  your  other  sheets?  A. 
Yes. 

Q.  Why  is  it  upon  this  list?  A.  I  do  not  know  why  Mr.  Met- 
calf  put  it  there.    That  is  not  part  of  the  syndicate. 

MR.  METCALF:  No,  but  it  is  a  part  of  the  same  account. 

Q.  Through  whom  did  you  buy  these  bonds?  A.  Morton 
Trust  Company,  I  think. 

Q.  At  what  price?    A.  At  the  subscription  price. 

Q.  How  did  you  happen  to  do  that?  A.  They  let  us  have 
them.     I  do  not  remember  the  circumstances  exactly. 

Q.  Is  that  at  the  same  price  at  which  they  had  subscribed  for 
the  bonds  to  the  syndicate?     A.  Yes,  sir,  so  I  understood. 

Q.  Then  you  sold  out  the  $125,000?    A.  Yes,  sir. 

Q.  On  June  21  and  22,  through  Ryan  &  Kelly  and  realized 
a  profit  of  $5,335.92  on  the  bonds  you  had  taken?    A.  Yes,  sir. 

Q.  And  your  profit  on  the  whole  transaction  was  that  $5,- 
335.92  plus  the  $1,257.70  you  had  received  from  Kuhn,  Loeb 
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&  Company?  A.  Yes,  sir,  unless  this  is  computed  after  set- 
ting that  profit  against  the  original  cost  of  the  bonds. 

Q.  It  may  be  that  that  is  the  case,  as  I  do  not  see  it  carried 
to  the  last  column?    A.  Yes. 

Q.  So  that  the  total  profit  was  $5,335.92?    A.  Yes. 

Q.  The  next  syndicate  is  the  Pennsylvania  Railroad  conver- 
tibles.   Is  that  a  statement  of  it  (handing  paper)?    A.  Yes,  sir. 

MR.  HUGHES :  I  oiler  that  in  evidence. 

(Paper  marked  Exhibit  782.) 

(Exhibit  782  will  be  found  in  the  book  of  exhibits.) 

Q.  From  whom  did  you  receive  the  participation?  A.  Kuhn, 
Loeb  &  Company. 

Q.  What  was  the  amount  of  your  subscription?  A.  $50,000 
I  think,  and  then  they  allotted  us  $45,500  in  bonds  or  allotted  us 
a  participation  of  $45,500. 

Q.  And  the  correspondence  relating  to  the  matter  is  in  this 
file  now  handed  you  (handing  papers)  ?    A.  Yes,  sir. 

MR.  HUGHES  :  I  offer  them  in  evidence. 

(Papers  marked  Exhibit  783,  784  and  785.) 

Q.  The  third  syndicate  is  Imperial  Japanese  Government 
second  series  4^  per  cent.  Is  this  a  correct  statement  of  it 
(handing  paper)  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 
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(Paper  marked  Exhibit  786.) 
(Exhibit  786  will  be  found  in  the  book  of  exhibits.) 

Q.  From  whom  did  you  receive  the  ■  subscription  ?  A.  From 
Kuhn,  Loeb  &  Company. 

Q.  And  what  was  the  amount  of  the  subscription?  A. 
$50,000.  I  forget  what  the  allotment  was.  We  subscribed  for 
as  much  as  the  participation 

Q.  You  subscribed  for  ten  thousand  pounds?    A.  Yes. 

Q.  And  you  received  an  allotment?  A.  It  would  show  there 
we  received  an  allotment  of  ten  thousand. 

Q.  How  many  of  the  bonds  did  you  take?  A.  The  same 
amount. 

Q.  And  did  you  sell  them  ?    A.  Yes,  sir. 

Q.  And  after  crediting  the  profit  on  the  syndicate  of  $1,170.80 
against  the  price  of  the  bonds  you  realized  on  the  re-sale  a  net 
profit  of  $3,326.79?    A.  Yes. 

Q.  The  sale  being  made  on  November  27,  1905,  through  A.  A. 
Ryan  &  Brother?     A.  Yes,  sir. 

Q.  The  taking  of  the  bonds  having  been  on  August  3,  1905  ? 
A.  Yes,  sir. 

Q.  And  the  letters  exchanged  in  regard  to  the  matter  are 
these  (handing  papers)  ?    A.  Yes,  sir,  are  these. 

MR.  HUGHES :  I  offer  them  in  evidence. 

(Papers  marked  Exhibit  787  and  788.) 

Q.  The  next  subscription  is  the  Republic  Iron  &  Steel  Com- 
pany first  mortgage.  Is  this  a  statement  of  that  transaction 
(handing  paper.)  ?    A.  Yes,  sir. 
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MR.  HUGHES :  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  789.) 
(Exhibit  789  will  be  found  in  the  Book  of  Exhibits.) 

Q.  That  participation  was  through  an  allotment  from  the 
Morton  Trust  Company?    A.  Yes,  sir. 

Q.  As  shown  by  the  following  letter?  A.  Yes,  sir,  it  was  a 
share  of  their  participation. 

MR.  HUGHES :  I  offer  that  letter  in  evidence. 

(Paper  marked  Exhibit  790.) 

THE  WITNESS:  We  had  nothing  to  do  with  the  syndicate 
managers  in  that  case. 

Q.  Who  was  the  syndicate  managers?  A.  Blair  &  Com- 
pany. 

Q.  You  accepted  that?    A.  Yes,  sir. 

Q.  Did  you  have  to  put  up  any  fnoney?    A.  No. 

Q.  Did  the  Morton  Trust  Company  put  up  any  money  for 
you  ?    A.  No,  sir,  I  think  not ;  in  fact,  I  know  they  did  not. 

Q.  Nobody  had  to  put  up  any  money?    A.  Yes,  sir. 

Q.  What  did  you  get  as  a  profit?  A.  One  thousand  eight 
hundred  and  forty-seven  dollars  and  four  cents. 

Q.  So  that  your  entire  interest  in  the  transaction  was 
through  the  receipt  of  the  letter  notifying  you  of  the  allotment 
and  the  subsequent  receipt  of  a  check  for  the  profit?     A.  Yes. 

Q.  And  the  letter  accompanying  the  check  is  the  letter  of 
November  20,  1905  (handing  paper)  ?    A.  Yes,  sir. 
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MR.  HUGHES :  I  offer  that  in  evidence. 
(Paper  marked  Exhibit  791.) 

Q.  You  did  not  enter  into  that  syndicate  with  the  idea  of  tak- 
ing any  of  the  bonds,  did  you — you  did  not  take  the  allotment 
with  the  idea  of  investing  in  any  of  the  securities?  A.  No, 
because  it  was  not  expected  that  we  would  have  to. 

Q.  It  was  an  industrial,  was  it  not?  A.  It  was  an  indus- 
trial. 

Q.  It  was  a  matter  as  to  which  you  would  not  contemplate 
a  permanent  investment?    A.  Yes,  sir,  that  is  right. 

Q.  The  next  syndicate  is  Imperial  Japanese  Government  4s, 
maturing  in  1931  ?    A.  Yes,  sir.     That  is  still  open. 

Q.  This  is  the  statement  of  the  participation?    A.  Yes. 

MR.  HUGHES :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  792.) 

(Exhibit  792  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Imperial  Japanese  Government  Sterling  Loan,  1905,  No- 
vember 28th,  first  subscription,  $1,250.  From  whom  did  you 
receive  your  allotment?    A.  Kuhn,  Loeb  &  Company. 

Q.  What  was  the  amount  of  your  allotment?  A.  I  have  for- 
gotten.    Mr.  Metcalf,  how  much  was  it? 

MR.  METCALF :  Our  allotment  was  £2,000. 

THE  WITNESS :  It  was  very  small.     I  think  it  was  £2,000. 
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Q.  And  did  you  put  up  any  money?  A.  We  put  up  the  first 
call  called  for  the  subscription. 

Q.  One  thousand  two  hundred  and  fifty  dollars.  A.  Yes, 
sir. 

Q.  November  28th?     A.  Yes,  a  few  weeks  ago,  I  believe. 

Q.  What  is  the  item  in  red  ink  of  $250?  A.  The  first  check 
was  drawn  for  the  full  amount  of  the  subscription,  and  this 
was  a  refund  of  the  balance  over  the  first  amount. 

_Q.  Have  you  taken  any  of  the  bonds?     A.  We  have  sub- 
scribed for  the  same  amount. 

Q.  You  have  not  taken  them?  A.  We  have  not  got 
them Oh,  yes,  in  fact  we  just  got  them  yesterday. 

Q.  But  you  have  not  paid  for  them?  A.  Yes,  we  paid  for 
them  yesterday. 

Q.  How  many  of  the  bonds  have  you  taken?  A.  Two 
thousand  pounds. 

Q.  The  entire  amount  allotted  to  you?  A.  The  entire 
amount  allotted  to  me. 

Q.  In  any  of  these  cases  that  have  been  mentioned  did  you 
buy  any  bonds  in  excess  of  your  allotment?  A.  Not  from 
Kuhn,  Loeb  &  Company. 

Q.  Have  you  from  any  one  else?  A.  We  did,  $5,000  of  the 
Japanese  ists,  from  the  Morton  Trust  Company. 

Q.  In  any  other  case  have  you  bought  any?    A.  No,  sir. 

Q.  So  what  you  have  stated  covers  your  entire  transactions 
in  connection  with  the  securities  as  to  which  you  participated 
in  the  syndicate?    A.  Yes,  sir. 

Q.  Now,  the  last  syndicate  is  the  Bethlehem  Steel  Company 
syndicate.  When  did  you  obtain  a  participation  in  that?  A. 
November  29th. 

Q.  Nineteen  hundred  and  five?  A.  Nineteen  hundred  and 
five. 
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Q.  From  whom  did  you  receive  the  participation?  A.  Har- 
vey Fisk  &  Sons. 

Q.  What  is  the  amount  of  your  participation?  A.  One  hun- 
dred thousand  dollars,  with  a  further  contingent  participation 
■of  $50,000. 

Q.  As  shown  by  this  letter  of  November  22d,  1905  ?    A.  Yes, 


sir. 


MR.  HUGHES :  I  ofifer  that  in  evidence. 
(Paper  marked  Exhibit  793-) 

Q.  Did  you  sign  the  syndicate  agreement?  A.  I  did,  on  the 
instruction  of  the  Finance  Committee. 

Q.  Is  this  the  resolution  of  the  Finance  Committee  giving 
you  those  instructions?    A.  Yes,  sir. 

M'R  HUGHES:  I  will  read  in  evidence. 

A  meeting  of  the  Finance  Committee  of  the  Washington 
I^ife  Insurance  Company  was  held  at  the  office  of  the  Morton 
Trust  Company,  November  29,  1905,  at  1.30  p.  m. 

Present:  Messrs.  Allen,  Morton,  Ryan,  Whitney  and  Tat- 
lock. 

The  minutes  of  the  meeting  of  November  22,  1905,  were  read 
and  approved. 

The  president  reported  the  sale  of  $50,000  Imperial  Japanese 
'loan,  4^%  second  series  at  93;  and  the  purchase  of  $50,000. 
I^high  &  Wilkesbarre  Coal  Company,  4^%  bonds  for  1910,  at 
;30i%  and  interest. 

Also  that  after  consultation  with  officers  of  the  Finance  Com- 
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mittee,  the  company  had  subscribed  to  the  new  Imperial  Ja- 
panese 4%  loan  to  the  amount  of  its  participation  in  the  syn- 
dicate formed  for  the  placing  thereof. 

On  motion,  the  above  mentioned  transactions  were  approved. 

On  motion,  it  was  ordered  to  accept  participation  of  $100,000 
in  the  syndicate  being  formed  by  Harvey  Fisk  &  Son  for  the 
purchase  of  the  Bethlehem  Steel  Company  first,  extended,  guar- 
anteed 5%  bonds. 

On  motion,  adjourned. 

JOHN  TATLOCK, 

President. 

Q.  That  is  the  last  meeting  of  the  Finance  Committee?  A. 
That  is  the  last  entered  in  the  book. 

Q.  How  do  you  reconcile  the  joining  in  the  syndicate  with 
the  opinion  expressed  at  the  meeting  of  the  Board  of  Directors 
in  July,  as  to  the  attitude  of  the  company  toward  industrial 
securities?  A.  Well,  I  do  not  take  the  personal  responsibilities 
for  investments. 

Q.  You  acted  under  instructions  in  the  matter?  A.  I  acted 
under  instructions,  and  in  these  syndicates  it  is  understood  you 
do  not  have  to  take  the  bonds  unless  you  want  them. 

Q.  But  you  do  have  to  take  them  if  you  do  not  want  them, 
if  you  are  required  to?     A.  If  you  are  required  to,  yes,  sir. 

Q.  Well,  my  point  was  this.  There  appears  to  have  been  a 
definition  of  policy  at  the  meeting  of  the  Board  in  July,  1905, 
a,s  to  the  propriety  of  investing  in  industrial  securities.  Has  there 
been  a  change  in  that  policy?  A.  No,  sir,  I  do  not  think  there 
has,  but  the  line — ^but  the  definition  of  what  is  industrial  is  so 
broad  and  without  such  definite  limits,  that  I  think  there  would 
be  a  difference  of  opinion  in  any  Board.  For  instance,  we  hold 
$50,000  of  the  Lackawanna  Steel  Company  bonds  and  notes,  5 
years,  5%  notes,  and  while,  of  course,  that  is  an  industrial  se- 
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curity,  yet  no  man  who  has   any  opinion  on  securities  would 
consider  that  anytliing  but  first  class. 

Q.  Well,  is  the  point  then  that  you  will  invest  in  first-class 
industrial  securities  or  that  you  will  not  invest  in  industrial  se- 
curities at  all  ?    A.  Well,  I  think  it  is  rather  the  first  because 

Q.  That  is,  you  will  not  invest  in  poor  industrial  securities? 
A.  I  know  that  that  very  point  came  up  when  Mr.  Snyder 
drafted  that  reiport,  that  paragraph  concerning  industrial  se- 
curities in  the  report  of  the  Auditing  Committee,  that  very  point 
about  the  Lackawanna  Steel  Fives  that  I  mentioned  to  you  just 
now. 

Q.  Well,  then,  your  company  has  no  settled  policy  with  refer- 
ence to  industrial  securities  as  a  class,  but  only  scans  them  a 
little  more  carefully  before  making  an  investment?  A.  I  think 
that  is  a  fair  statement,  although 

Q.  Now,  have  you  had  any  other  participations  in  a  syndicate 
of  any  sort  through  the  .Morton  Trust  Company  or  through  any 
one  of  your  officers  which  does  not  appear  in  the  sheets  which 
have  been  mentioned?    A.  No,  sir. 

Q.  Are  you  entitled  directly  or  indirectly  to  any  benefits  on 
any  syndicate  participation  which  does  not  appear  in  these  sheets 
which  have  been  put  in  evidence  ?    A.  No. 

Q.  These  comprise  all  your  transactions  of  that  sort  ?  A.  Yes, 
sir. 

Q.  And  all  the  securities  which  you  have  purchased  either 
directly  or  indirectly  or  have  acquired  that  have  been  floated  by 
syndicate  managers  are  comprised  in  the  list  of  securities  pro- 
duced which  has  been  furnished  the  committee  ?    A.  Yes,  sir. 

Q.  Have  you  participated  yourself  in  any  of  the  syndicates? 
A.  No,  sir. 

Q.  Have  any  of  the  executive  officers  participated  in  any  of 
these  syndicates?  A.  No,  sir,  nobody  connected  with  the  com- 
pany in  any  capacity. 
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Q.  Well,  the  members  of  the  Finance  Committee  have,  have 
they  not?    A.  Not  personally,  no. 

Q.  Not  in  any  of  them  ?    A.  Not  in  any  of  them. 

Q.  You  are  prepared  to  testify  to  that  positively  ?    A.  Yes. 

Q.  So  that  Mr.  Ryan  was  not  in  any  of  these  syndicates?  A. 
Not  personally. 

Q.  You  mean  by  that  if  he  had  any  interest  it  would  be 
through  the  Morton  Trust  Company?  A.  It  would  be  through 
the  Morton  Trust  Company's  interest. 

Q.  And  similarly  with  Governor  Morton  ?    A.  Yes,  sir. 

O.  Are  these  brokers  related  to  Mr.  Ryan  that  have  been 
mentioned?  Ryan  &  Kelly?  A.  Yes,  sir.  The  Ryans  are  his 
sons. 

THE  CHAIRMAN :  The  committee  to-morrow  will  meet  in 
the  Aldermanic  Chamber  at  the  other  end  of  the  building  at 
10.30  o'clock  sharp. 

Adjourned  to  December  20,  at  10.30  A.  M. 
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City  Hall,  New  York  City. 

December  20,  1905. 

The  committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

JOHN  TATLOCK,  resumed. 
BY  MR.  HUGHES : 

Q.  Mr.  Tatlock,  are  these  all  the  collateral  loans  made  by  the 
Washington  Life  Insurance  Company  since  January  i,  shown 
by  the  papers  received  by  the  committee  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  them  marked  for  identification. 

(The  papers  were  marked  Exhibits  794,  795,  796,  797  and  798 
for  identification.) 

Q.  These  appear  to  be  business  loans  on  collateral?  A.  Yes, 
sir. 

Q.  Has  there  been  any  loan  since  January  i,  1905,  to  or  for 
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the  benefit  of  any  officer  or  director  of  the  company,  directly  or 
indirectly?    A.  No,  sir,  absolutely  none. 

Q.  Is  this  a  complete  list  of  legal  fees  paid  by  the  Washington 
Life  for  the  ten  years  last  past  ?  A.  Yes,  sir ;  up  to  the  end  of 
1904. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  799  for  identification.) 

Q.  You  found  no  records  of  any  payments  to  Andrew  Hamil- 
ton?    A.  No. 

Q.  Or  to  A.  C.  Fields  ?    A.  No,  sir. 

Q.  Or  to  William  H.  Buckley?    A.  No. 

Q.  Or  of  any  payments  in  connection  with  matters  of  legisla- 
tion?   A.  No,  sir. 

Q.  (Handing  paper.)  Is  this  a  complete  statement  from  the 
books  of  the  Washington  Life  of  the  loans  made  prior  to  De- 
cember 31,  1904,  for  the  preceding  ten  years  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  800  for  identification.) 

Q.  Is  this  a  correct  statement  of  the  amount  of  your  out- 
standing insurance  on  the  annual  and  deferred  dividend  plans 
respectively?    A.  Yes,  sir,  to  November  i. 

Q.  November  i,  1905  ?    A.  Yes,  sir. 

MR.  HUGHES:  I  will  read  it  in  evidence:    "The    present 
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amount  of  outstanding  insurance  on  the  annual  dividend  plan  is 
$12,339,000. 

"The  present  amount  of  outstanding  insurance  on  the  deferred 
dividend  plan  is  $45,440,000." 

Q.  What  is  the  method  by  which  annual  dividends  have  been 
calculated?  A.  For  a  number  of  years  it  has  been  the  custom 
to  allow  one  and  one-half  per  cent,  interest  on  the  initial  re- 
serve for  the  policy  year  and  five  and  one-half  per  cent,  on  the 
loading  on  the  premiums.  These  contributions  so-called  for 
each  age  were  modified  according  to  a  scale  of  percentages,  the 
scale  varying  according  to  the  duration  of  the  policy,  the  poli- 
cies issued  in  the  earlier  years  getting  100  per  cent,  of  the  con- 
tributions and  for  the  later  years  being  scaled  down  according  to 
the  table  which  has  been  submitted. 

Q.  Is  the  method  correctly  stated  in  this  memorandum  that 
has  been  produced?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  801.) 

(Exhibit  801  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Is  that  the  same  method  that  was  adopted  by  the  Mutual 
Life?     A.  It  was  very  similar. 

Q.  Similar,  but  different?     A.  No,  only  in  detail. 

Q.  In  other  words,  you  took  one  and  one  half  per  cent,  in- 
terest on  the  initial  reserve  and  5-^  per  cent,  on  the  loading  on  the 
annual  premium?     A.  Yes,  sir. 

Q.  That  was  the  manner  in  which  the  dividends  were  calcu- 
lated, whatever  the  income  may  have  been?     A.  Of  course,  you 
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will  understand  this  is  the  method  adopted  by  the  prior  actu- 
ary of  the  company. 

Q.  Yes,  prior  to  your  connection  with  the  company?  A.  Prior 
to  my  connection  with  the  company,  yes. 

Q.  Did  this  method  result  in  giving  the  same  dividends  right 
along?    A.  From  year  to  year  do  you  mean? 

Q.  Yes.  A.  Well,  it  would  give  an  increasing  dividend,  in- 
creasing in  the  ratio  of  the  reserve. 

Q.  But  apart  from  that  proportionate  increase  the  dividends 
would  be  the  same?     A.  Yes,  sir. 

Q.  So  that  whether  the  company  made  or  lost  money  the  gain 
of  the  poHcyholder  would  increase  according  as  the  reserve  upon 
his  policy  increased?    A.  Yes. 

Q.  Do  you  think  that  is  a  proper  way  of  computing  an  annual 
dividend?  A.  I  am  inclined  to  think  that  there  is  a  good  deal 
in  justification  to  be  said  for  that  method. 

Q.  What  is  the  justification  for  giving  a  man  gains  in  an- 
nual dividends  which  the  company  may  not  have  earned?  A.  I 
beg  pardon,  I  misunderstood  your  question.  I  thought  your  ques- 
tion was  as  to  the  method.  Of  course,  you  cannot  justify  distrib- 
uting profits  that  you  have  not  earned. 

Q.  I  mean  it  would  lead  to  it  in  the  case  of  a  given  year  when 
they  did  not  make  money?     A.  Yes,  sir. 

Q.  And  this  plan  would  lead  to  that,  would  it  not?  A.  In  the 
particular  case  of  the  Washington  Life  in  the  past  years,  yes,  sir. 

Q.  And  this  method  would  give'  a  definite  percentage  of  the  load- 
ing which  remained  constant  on  the  annual  premium  each  year, 
and  in  addition  i|  per  cent,  upon  an  increasing  reserve  ?     A.  Yes. 

Q.  So  that  a  man  would  continually  have  a  certam  am.ount 
or  dividend  based  upon  the  loadings  and  an  increased  amount 
based  upon  the  reserve,  regardless  of  the  operations  of  the  com- 
pany?    A.  Yes,  sir. 

Q.  Was  that  method  adopted  in  the  Mutual  Life?    A.  No,  sir. 
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Q.  Then  was  there  an  attempt  to  approximate  the  dividends 
to  the  actual  gain?     A.  Yes,  according  to  the  actual  facts. 

Q.  By  a  modification  of  the  actual  factors  that  were  taken  with 
some  reference  to  the  actual  experience  ?     A.  Yes,  sir. 

Q.  What  is  your  method  now  in  the  Washington  Life?  A.  The 
problem  has  been  presented  to  me  only  for  the  dividends  for  1906, 
for  annual  dividends  for  1906  it  has  seemed  to  me  wise  to  use 
that  same  method  for  the  annual  dividends.  The  changes  in  the 
financial  history  of  the  company  and  the  process  of  reorganiza- 
tion which  it  is  going  through  absolutely  precluded  any  actual 
determination  of  the  so-called  real  earnings. 

Q.  Have  you  made  any  Estimate  of  the  results  of  the  business 
for  the  year  1905?     A.  No,  sir — well,  yes,  for  nine  months. 

Q.  What  does  it  show?  A.  It  shows  that  for  nine  months 
the  actual  net  earnings  of  the  company,  based  upon  the  best  valu- 
ation of  the  liabilities  I  could  make,  at  the  end  of  September 
amount  to  $226,000,  of  which  earnings  $77,000  is  dividends  paid 
to  policyholders  in  1905  and  $149,000  in  increase  in  surplus,  mak- 
ing the  surplus  at  the  end  of  September  $224,000. 

Q.  Is  that  over  and  above  the  capital  stock?  A.  Over  and 
above  the  capital  stock. 

Q.  At  par  ?     A.  At  par,  yes,  sir. 

Q.  How  much  of  that  is  due  to  the  premiums  received  on  the 
increased  capital?  A.  Well,  that  premium  upon  the  increased 
capital  went  to  make — all  but  $75,000  of  it  went  to  make  up  the 
deficiency  at  the  end  of  1904. 

Q.  So  there  was  only  $7S,ooo  which  could  apply  on  the  gains 
of  this  year,  or  be  a  part  of  them  ?  A.  Yes,  sir,  or  be  a  part  of  the 
surplus  dividend  at  the  end  of  this  year. 

Q.  So  that  after  setting  aside  dividends  to  policyholders  in 
the  amount  of  $77,000  and  paying  all  of  your  expenses  for  the 
nine  months,  you  figure  you  will  have  a  surplus  in  excess  of  the 
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$75,000  realized  from  the  capital  stock,  of  about  $75,000?    A. 
No,  of  $149,000. 

Q.  Oh,  that  was  in  excess  of  the  $75,000?  A.  That  was  in 
excess  of  the  $75,000.  The  actual  free  surplus  of  the  company 
at  the  end  of  September  over  and  above  the  capital  stock  was 
$229,000. 

Q.  How  were  the  dividends  on  deferred  dividend  policies  com- 
puted under  the  former  administration?  A.  Well,  the  annual 
dividends  for  a  similar  policy  having  a  five,  or  ten,  or  fifteen  year 
distribution  period  were  taken  during  that  term,  and  the  reversion- 
ary values,  that  is,  the  insurance  values  of  those  paid  dividends 
as  computed  for  each  year  were  summed ;  the  present  cash  value  of 
that  sum  of  reversionary  insurance  was  considered  as  the  cash 
dividend  on  that  distribution  period,  and  those  results  were  modi- 
fied by  percentage  in  accordance,  I  regret  to  say,  with  what  seems 
to  me  no  plan. 

Q.  What  do  you  mean  by  that,  precisely?  A.  Well,  there  does 
not  seem  to  have  been  any  regular  method  in  applying  those  p':r- 
centages. 

Q.  They  were  applied  arbitrarily?     A.  Rather,  yes. 

Q.  Well,  with  what  object?  A.  Well,  I  should  judge,  to  make 
them  look  about  right,  to  give  a  reasonable  percentage  of  the 
premiums  that  had  been  paid  by  the  policyholder. 

Q.  What  method  have  you  adopted,  or  do  you  plan  to  adopt, 
under  your  administration?  A.  I  plan  to  adopt  a  method  of 
taking  the  annual  dividends  which  were  declared  on  similar  policies 
to  the  distribution  policy,  and  accumulate  them  at  interest  to  the 
end  of  the  distribution  period,  or  what  comes  to  the  same  thing, 
accumulate  them  as  pure  endowment  to  the  end  of  the  distribu- 
tion period,  which  method  compensated  the  deferred  dividend  pol- 
icyholder for  the  risk  he  has  run  of  losing  his  dividend.  That 
method,  I  think,  would  meet  the  approval  of  other  actuaries. 
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Q.  At  the  end  of  1904  the  surplus  had  been  exhausted  and 
the  capital  impaired?     A.  Yes,  sir. 

Q.  As  a  result  up  to  1904,  that  is  the  end  of  that  year  there 
was  no  accumulation  ?    A.  Yes,  sir. 

Q.  For  any  of  the  deferred  dividend  policies  previously  is- 
sued?    A.  Yes,  sir. 

Q.  So  whatever  will  be  apportioned  to  the  deferred  dividend 
poHcies  of  issues  earlier  than  1905  will  depend  on  the  surplus 
gain,  beginning  January  i,  1905?    A.  Yes,  sir. 

Q.  And  will  be  apportioned  in  accordance  with  their  contri- 
butions to  that  surplus?  A.  Not  necessarily,  Mr.  Hughes,  be- 
cause the  surplus  it  seems  to  me  must  be  drawn  upon  to  make 
up  the  accumulation  of  past  years,  that  were  wiped  out.  That 
is  only  fair  to  the  individual  policyholders. 

Q.  Well,  is  that  fair  to  the  policyholders,  who  in  1905,  are 
providing  the  surplus  which  is  then  accumulated?  A.  Strictly 
speaking,  perhaps  not,  but  it  is  a  question  of  expediency  of 
practice  rather  than  of  strict  theory  it  seems  to  me. 

Q.  Isn't  that  the  vice  in  this  whole  matter  of  dividend  ascer- 
tainment, that  the  effort  is  to  keep  people  quiet,  and  deal  with 
the  situation  in  such  a  way  as  to  create  harmony  rather  than 
to  give  them  the  gains  they  are  actually  entitled  to  on  the  busi- 
ness according  to  its  actual  results?  A.  There  seems  to  be  a 
good  deal  of  evidence  that  would  justify  that  view.  I  would 
not  go  quite  as  far  as  that  myself. 

Q. Don't  you  think  that  starting'  with  a  deficit  on  December 
31,  1904,  and  then  accumulating  the  surplus  through  the  con- 
tributions made  in  the  premiums  of  policyholders  paid  after 
that  date,  that  the  accumulations  should  be  distributed  accord- 
ing to  those  contributions?  A.  So  far  as  your  statement  is 
true  that  is  correct,  yes,  sir;  but  there  are  miscellaneous  sources 
of  profit  which  seem  to  me  are  fairly  entitled  to  be  credited  to 
policyholders  who  lost  their  accumulations  before. 
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Q.  You  mean  a  gain  on  some  investments  that  have  been 
made  for  example  years  ago?  A.  No,  I  do  not  mean  that;  I 
mean  current  gains  on  investments,  profit  and  loss  gains,  and 
gains  on  excess  of  interest. 

O.  Those  are  gains  at  this  particular  time  ?  A.  They  are 
gains  at  this  particular  time,  of  course,  but  it  seems  to  me  that 
the  old  policyholders  are  entitled  to  something  out  of  that. 

Q.  The  point  is  you  think  they  would  feel  very  sore  if  they 
didn't  get  it?  A.  I  know  they  would  feel  very  sore  if  they 
didn't  get  it,  but  if  they  have  a  right  to- — the  problem  is  not  a 
simple  one  by  any  sort  of  means. 

Q.  Do  you  now  permit  estimates  to  be  distributed  with  regard 
to  the  prospects  of  policyholders  under  deferred  dividend 
policies?     A.  No,  sir. 

Q.  How  do  you  endeavor  to  control  that  matter?  A.  Well, 
it  is  one  which  from  the  particular  nature  of  the  business  it 
is  impossible  to  control.  Whenever  the  question  has  been  pre- 
sented to  me  I  have  said  that  I  in  no  wise  authorized  estimates 
to  be  given  out,  that  I  didn't  approve  of  them,  and  that  no  agent 
of  the  company — I  have  said  this  to  several  policyholders  in 
writing — certainly  by  word  of  mouth — that  no  agent  of  the  com- 
pany had  any  authority  to  express  an  opinion  on  the  question 
of  profits,  either  his  own  or  any  other  person's  premiums. 

Q.  Have  you,  as  a  matter  of  fact,  any  deferred  dividend 
policies  maturing  this  year,  1905?     A.  Yes,  sir. 

O.  Have  you  made  any  calculation  with  regard  to  apportion- 
ment to  them  of  any  surplus?  A.  Those  apportionments  were 
all  made  before  I  took  hold  of  the  company  and  the  dividends 
have  been  paid  in  accordance  therewith. 

Q.  In  accordance  with  those  apportionments?  A.  In  accord- 
ance  with  the  previous   apportionments. 

Q.  How  could  you  do  that  on  the  ascertainment  of  the  fact 
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there  had  been  no   accumulation?     A.  We   simply  felt  it  was 
right  to  those  policyholders  to  give  them  those  dividends. 

Q.  That  had  been  declared  upon  a  false  hypothesis?  A.  Yes, 
sir. 

O.  Have  you  any  system  of  accounting  by  which  the  amount 
ultimately  payable  to  a  deferred  dividend  policyholder  is  placed 
to  his  credit  annually  and  merely  awaits  payment?    A.  No,  sir. 

Q.  Testimony  has  been  given  here  with  regard  to  the  adoption 
of  that  system  by  another  company.  Wliat  in  your  judgment 
is  the  objection,  if  there  be  any,  to  determining  each  year  the 
dividend  which  will  be  payable  at  the  end  of  a  given  year,  and 
ascertaining  the  present  worth  of  the  amount  now  determined 
and  accumulated  for  a  given  period,  and  crediting  it  to  the 
policyholder  as  a  legal  obligation  of  the  company  ?  A.  I  see  no 
objection  to  it  whatever. 

Q.  Would  that  tend  to  cramp  a  company  in  any  way  in  do- 
ing its  business?  A.  Under  conditions  that  have  existed  it 
would,  but  if  I  may  speak  personally,  my  theory  has  always 
been  that  a  surplus  was  for  distribution  and  not  for  accumula- 
tion. 

Q.  Yes ;  and  you  would  set  aside  how  much  of  the  surplus  of 
the  company  to  protect  you  against  contingencies  and  fluctua- 
tions in  values,  that  could  not  be  definitely  anticipated?  A. 
Well,  of  course,  that  must  be  determined  by  the  conditions  of 
the  individual  companies;  but  it  seems  to  me  that  the  provisions 
of  the  Massachusetts  law  which  I  think  says  no  company  shall 
accumulate  above  ten  per  cent,  of  its  assets  is  a  very  good  rule 
for  a  general  rule. 

Q.  And  you  would  personally  favor  a  plan  by  which  gains  in 
excess  of  ten  per  cent,  of  the  assets  should  be  either  annually 
distributed  or  put  in  the  form  of  a  liability  annually  ?  A.  I  see 
no  objection  to  that,  with  the  single  exception,  if  I  may  state 
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Tight  here,  that  the  annual  dividend  system  has  never  appealed 
to  me  personally  as  anything  but  a  good  deal  of  a  makeshift. 

Q.  Makeshift  for  what?  A.  Well,  from  the  very  nature  of 
the  business  of  a  life  insurance  company  it  is  impossible  to  de- 
termine with  a  high  degree  of  accuracy  what  the  earnings  of 
any  one  year  are  in  that  year.  It  seems  to  me  that  this  busi- 
ness of  taking,  say,  a  premium  of  thirty-iive  dollars  a  year  and 
giving  him  back  four  dollars  and  seventy-three  cents  at  the  end 
of  the  year,  there  is  no  justification  for  it.  Of  course,  there  is 
justification  if  he  takes  the  dividend  in  the  form  of  addition  to 
his  policy,  but  personally,  if  I  may  say  so,  I  should  favor  a  sys- 
tem of  surplus  distribution  at  periods  of  not  more  than  five 
years,  or  less  than  three — within  a  period  of  three  or  five  years, 
an  actuary  can  determine  with  a  very  high  degree  of  accuracy 
the  actual  surplus  earnings  of  a  given  class  of  policies  and  to 
a  degree  beyond  which  he  can  determine  it  for  a  period  of  a 
single  year.  The  distribution  of  dividends  must  necessarily  be 
made  on  the  basis  of  policy  years.  The  fiscal  years  of  all  life 
insurance  companies  under  the  laws  and  in  accordance  with  their 
practice  are  calendar  years.  Policy  years  must  therefore  lap 
over  calendar  years,  and  by  taking  a  period  of  three  or  five 
years  you  can  determine  the  factors  which  constitute  surplus 
with  a  much  greater  degree  of  accuracy  and  of  fairness  than  you 
can  of  taking  only  one  year. 

Q.  Then  you  would  favor  the  distribution  at  periods 
within  which  the  actual  gains  can  be  determined?     A.  Yes,  sir. 

Q.  You  would  favor  an  actual  cash  distribution  at  such  times? 

A.  Certainly.     I  see  no  objection  to  that. 

Q.  Of  course,  at  the  option  of  the  policyholder  in  reversionary 
additions.     A.  Yes. 

Q.  But  your  objection  to  an  annual  payment  is  that  you  can- 
not annuallv  determine  the  amount  accurately  ?  A.  Well,  there 
-are  other  considerations,  too.    The  real  problem  that  concerns 
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an  actuary  with  an  annual  dividend  company  is  what  the  first 
annual  dividend  shall  be,  because  he  knows  that  by  the  scale 
there  determined  in  the  first  year  he  has  got  to  stand  or  fall. 
The  policyholders  and  agents  will  view  with  disfavor  any  marked 
fluctuation,  especially  in  the  way  of  a  decrease  in  the  coming 
years,  and  the  problem  really  is  to  determine  to  the  best  of  his 
judgment  the  scale  for  what  the  future  years  shall  be,  and  that 
is  why  I  call  it  an  arbitrary  system. 

There  is  also  this  to  be  considered,  that  the  annual  dividend 
system  was  engrafted  upon  American  life  insurance  companies 
partly  because  of  the  system  of  making  an  annual  valuation 
under  the  State  laws  which  was  set  up,  and  also  on  account  of 
competition.  The  original  system,  as  you  know  very  well,  was 
a  five  year  distribution,  five  year  determination  of  the  surplus. 
Then  one  or  two  companies,  I  think,  began  distribution  at  less 
periods,  and  finally  an  annual  dividend  system  grew  out  of  that, 
coupled  with  a  system  of  annual  valuations. 

Q.  When  do  you  begin  to  accumulate  a  surplus  upon  a  policy 
— in  what  time  in  the  average?  A.  Well,  that  depends;  that  is 
rather  an  academic  question,  but  it  depends  necessarily  upon 
the  point  of  view,  as  to  from  what  source  you  pay  your  ex- 
penses of  getting  new  business.  If  you  take  the  view  that  the 
expenses  of  new  business  are  properly  chargeable  to  the  pre- 
miums of  new  business  itself,  the  authorities  have  decided  that 
there  is  no  surplus  on  policies  probably  for  three  years.  If  you 
take  the  contrary  view,  that  new  business  is  paid  for  out  of  the 
treasury  of  the  company  as  a  general  expense  charge,  then  of 
course  there  must  be  some  surplus  on  the  first  year's  premiums 
on  new  business  because  the  premiums — first  year's  premiums 
are  only  chargeable  with  their  pro  rata  share  of  the  expenses. 

Q.  Dividends  paid  by  a  life  insurance  company  are  in  effect 
a  return  of  an  overcharge  ?    A.  Yes,  sir. 


548s 


Testimony  of  John  Tatlock 

Q.  Calculation  is  made  as  to  the  expected  cost  of  the  insur- 
ance?   A.  Yes,  sir. 

Q.  And  if  anything  is  gained  either  through  good  fortune  in 
investments,  or  through  good  fortune  in  mortality  rate,  or 
through  paying  out  less  on  lapsed  policies  than  has  been  calcu- 
lated, you  have  got  something  which  in  a  mutual  company, 
apart  from  any  claims  of  stockholders  should  be  given  back  at 
some  time?     A.  Yes. 

Q.  And  in  some  form>?    A.  Yes. 

Q.  And  your  point  is  that  it  should  not  be  given  back  until 
it  can  be  calculated  with  accuracy?  A.  With  substantial  ac- 
curacy. 

Q.  With  substantial  accuracy,  and  that  it  cannot  be  calculated 
with  substantial  accuracy  short  of  three  years  ?  A.  That  is  my 
individual  judgment,  others  might  differ  on  that  point. 

Q.  Now,  with  regard  to  the  difficulty  that  an  actuary  has  in 
fixing  the  dividend  for  the  first  year,  suppose  all  companies 
were  required  to  distribute  their  gains  after  setting  aside  a  rea- 
sonable amount  to  meet  contingencies,  would  there  be  any  prac- 
tical difficulty  in  the  way  of  such  distribution?  A.  No,  sir;  I 
don't  think  there  would. 

Q.  It  would  simply  compel  them  to  show  the  efficiency  of 
their  management        A.  It  would  help  the  situation  very  much. 

Q.  Yes ;  what  really  disturbs  you  now  is  that  if  you  attempt  to 
apportion  your  gains  as  they  actually  are  and  another  company 
does  not,  there  will  be  a  factitious  advantage  in  the  favor  of 
the  other  company?    A.  Yes. 

Q.  And  you  will  suffer  from  trying  to  do  the  honest  thing? 
A.  Yes. 

Q.  Of  course  the  thing  that  ought  to  be  done  is  to  return  what 
the  policyholder  has  paid  more  than  he  should  have  paid,  be- 
cause of  an  overcalculation  as  to  the  cost  of  carrying  his  in- 
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surance?  A.  Yes,  sir.  My  objection  to  the  annual  dividend 
system  really  goes  deepei"  than  that. 

Q.  Go  on?    A.  I  think  there  is  no  ground  for  it. 

Q.  Why  not?  A.  On  the  two  grounds  that  is  seems  absurd 
on  the  face  of  it  to  overcharge  a  man  on  the  ist  of  January  for 
handing  him  back  the  overcharge  on  the  next  January. 

Q.  You  mean  it  goes  back  too  quick.  There  is  no  possibility 
of  making  any  pretense  that  you  have  earned  anything  for  him 
with  that  overcharge  in  the  short  space  of  a  year. 

Q.  The  real  point  is  that  you  have  not  satisfactorily  at  that 
time  determined  that  he  has  been  overcharged  or  the  amount 
of  it?    A.  That  is  also  a  point. 

Q.  Of  course  just  as  soon  as  you  did  determine  it  and  you  had 
the  money  you  think  that  you  ought  to  give  it  back  to  him?  A. 
Oh,  yes ;  and  then  in  the  net  view  of  it  the  proper  system  would 
be  to  defer  the  first  dividend  until  the  end  of  the  second  year. 
Then  you  would  have  twelve  months  more  to  examine  and  see 
what  the  man  had  actually  earned. 

Q.  What  is  the  advantage  of  accumulating  the  dividends  for 
any  period  beyond  a  period  necessary  to  make  a  fair  and  accu- 
rate distribution — is  there  any  advantage  to  the  company?  A. 
I  see  no  real  advantage. 

Q.  Of  course  it  is  a  practical  advantage  to  have  a  good  deal 
of  money  in  hand,  it  makes  one  feel  more  comfortable  ?  A.  That 
is  true. 

Q.  But  there  is  not  any  essential  advantage,  that  is  if  the 
company  has  a  proper  fund,  as  a  contingency  fund?  A.  If  its 
surplus  for  contingencies  is  large  enough. 

Q.  So  that  really  it  is  a  mere  matter  of  whether  it  is  a  good 
thing  for  the  policyholder  to  be  allowed  to  gain  whatever  ad- 
vantage there  may  be  through  the  discontinuance  of  other  poli- 
cies by  having  a  surplus  accumulated  and  perhaps  getting  at  the 
end  more  than  he  otherwise  would,  or  perhaps  through  that 
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saving  money  he  otherwise  would  not  have  saved — that  is  about 
what  the  argument  comes  to?  A.  That  is  about  what  the  ar- 
gument comes  to. 

Q.  And  if  there  were  accumulations  you  do  not  see  any  way  in 
which  the  company  would  be  handicapped  by  being  compelled  to 
set  apart  each  year  as  a  liability  the  present  value  of  the  amount 
payable  at  the  end  of  the  period?  A.  I  can  conceive  of  no  cir- 
cumstances under  which  it  would  be  any  detriment  to  any  cor- 
poration or  any  individual  to  know  what  his  real  liabilities  are 
at  any  time. 

Q.  Have  you  had  experience  with  the  business  of  American 
companies  in  foreign  countries?     A.  Some  experience;  yes,  sir. 

Q.  What  was  that  experience  ?  A.  Well,  I  have  never  been  di- 
rectly charged  with  the  management  of  foreign  business,  but 
I  have  lived  abroad  more  or  less  on  insurance  company  business 
and  I  have  had  opportunities  to  examine  the  foreign  business, 
and  I  am  familiar  somewhat  with  its  cost. 

Q.  Was  that  during  your  connection  with  the  Mutual?  A. 
Yes. 

Q.  In  what  companies  have  you  examined  foreign  business — - 
in  what  companies  and  in  what  countries  have  you  examined 
the  foreign  business?  A.  My  knowledge  is  confined  for  the 
most  part  to  foreign  business  of  the  Mutual  Life,  and  I  have 
examined  practically  all  over  the  whole  of  Europe. 

Q.  What  conclusions  have  you  reached  concerning  the  advisa- 
bility of  an  American  company's  doing  foreign  business?  A. 
Well,  of  course  it  is  to  be  said  that  much  of  the  foreign  business 
done  by  American  companies  has  been  profitable.  It  has  been 
of  exceedingly  good  quality  and  low  mortality,  and  some  of  it 
is  claimed  to  have  been  secured  at  a  reasonable  cost,  but  the 
sum  of  my  conclusions  is  that  life  insurance  is  a  business  which 
is  admirably  adapted  to  be  done  by  the  companies  domiciled  in 
the  countries  in  which  the  business  is  sought  to  be  done. 
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Q.  What  are  the  reasons  for  that  conclusion  ?  A.  Well,  based 
on  these  facts,  that  the  American  business  in  foreign  countries 
has  for  the  most  part  been  done  at  a  very  high  rate  of  expense. 
In  some  European  countries  the  mortality  is  not  as  good  as  in 
America.  Of  course  the  business  has  suffered  from  that  end, 
and  the  high  rate  of  expense  is  largely  due  to  very  excessive  tax- 
ation, fees  and  administrative  cost — I  mean  ofHcial  administra- 
tive cost.  To  my  mind  one  great  objection  is  the  requirements 
of  most  foreign  countries  to  the  end  that  the  liability  under  the 
policies  issued  in  that  country  shall  be  placed  in  assets  pre- 
scribed by  the  governments  of  those  countries  and  held  there. 
I  do  not  believe  in  this  business  of  putting  your  money  out  of 
your  hands.     I  merely  state  that  as  a  personal  opinion. 

Q.  Mr.  Tatlock,  do  you  desire  to  correct  any  of  your  testi- 
mony given  yesterday?  A.  Yes,  sir;  in  one  or  two  respects.  I 
inadvertently  gave  you  an  impression  in  my  statement  that  the 
net  premiums  used  in  computing  the  participating  rates  on  the 
so-called  preferred  class  policy  were  based  on  3^  per  cent.  I 
regret  the  inadvertence  and  I  want  to  correct  it.  They  were 
based  on  3  per  cent.  The  loading  on  those  premiums  is  14 
per  cent.,  plus  the  25  cents  on  3  per  cent,  premiums.  The  effect 
of  that  is  to  make  the  difference  in  percentage  of  loading  between 
the  regular  rates  and  the  preferred  class  rates  40  per  cent,  in- 
stead of  60. 

Q.  Is  there  anything  else?  A.  There  is  one  matter  I  would 
like  to  speak  of  in  regard  to  the  investments  of  the  company, 
and  that  is  that  no  investment  that  has  ever  been  brought  up  in 
the  Finance  Committee  has  ever  been  bought  unless  the  full 
Committee  present  agreed.  And  I  want  to  say  that  Mr.  Ryan 
has  never  made  any  attempt  whatever  to  influence  the  Commit- 
tee in  its  decisions,  in  fact  he  has  been  the  one  member  of  the 
Committee  who  has  taken  less  interest  in  its  deliberations  than 
anybody  else ;  and  that  all  our  investments  have  been  made  of 
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securities  that  have  been  purchased  and  sold  with  the  full  know- 
ledge and  consent  of  the  Committee  and  in  their  best  judgment 
with  the  view  of  making  the  utmost  profit  we  could  for  the  com- 
pany. 

Q.  Who  did  suggest  the  investments  which  you  referred  to 
yesterday  in  American  Tobacco?  A.  My  recollection  is  it  was 
Mr.  Morton. 

Q.  Was  that  concurred  in  by  all  the  members  of  the  Com- 
mittee?   A.  Yes,  sir. 

Q.  Did  you  concur  in  it?  A.  I  did,  for  the  reasons  I  stated 
to  you  yesterday. 

Q.  You  said  yesterday  as  I  recall  it,  that  you  acted  under  in- 
structions?   A.  I  desire  to  correct  that  if  I  said  so. 

Q.  What  did  you  do?  A.  I  concurred  as  a  member  of  the 
Finance  Committee  m  that  purchase. 

Q.  How  did  you  justify  your  concurrence?  A.  As  I  told  you 
yesterday  that  it  seems  to  me  they  were  securities  which  would 
yield  up  a  very  great  rate  of  interest  for  a  time,  and  that  might 
yield  us  a  profit  on  sale  and  the  necessities  of  the  company  were 
such  that  I  considered  we  were  abundantly  justified  in  that  in- 
vestment. 

Q.  As  a  regular  policy  you  do  not  feel  that  a  company  should 
buy  securities  with  a  view  to  a  resale  for  the  purpose  of  mak- 
ing a  profit  on  the  rise  in  the  market,  do  you  ?  A.  I  think  I  do, 
Mr.  Hughes.  It  seems  to  me  that  one  of  the  functions  of  a  life 
insurance  company  is  that  of  a  banker  where  it  can  make  a 
legitimate  profit  in  safe  securities  for  the  benefit  of  its  policy- 
holders, sir. 

Q.  Isn't  a  preferable  policy  that  it  should  invest  its  money  so 
far  as  possible  permanently  with  a  view  of  keeping  a  uniform 
rate  of  return,  and  of  being  compelled  to  turn  its  money  over  as 
infrequently  as  possible?  A.  No,  sir,  I  don't  think  so.  That 
was  the  policy  adopted  by  the  old  management.    Their  invest- 
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ments  were  made  entirely  for  many  years  in  bond  and  mortgage; 
the  results  were  that  they  made  heavy  losses,  an^  were  saddled 
with  a  large  amount  of  real  estate,  and  I  think  that 

Q.  That  was  because  of  the  unwisdom  of  their  investment, 
was  it  not  ?  A.  Yes,  sir,  but  at  these  times — at  this  time  I  think 
one  would  regard  it  as  a  mistake  to  invest  exclusively  in  any  one 
class  of  securities — notably  in  bond  and  mortgage.  The  bond 
and  mortgage  market  in  New  York  has  become  very  much  re- 
stricted for  first  class  investments  with  the  growth  of  the  title 
companies  and  other  corporations  who  invest  in  mortgages  for 
the  purpose  of  selling  them,  and  certainly  the  experience  of  the 
Washington  Life  in  that  respect  seems  to  me  to  justify  the 
opinion  that  a  mixed  class  of  investment  is  altogether  desirable. 

Q.  Well,  the  pith  of  your  statement  is  that  you  went  into 
these  transactions  which  were  stated  yesterday  to  make  money? 
A.  Yes,  sir. 

O.  And  your  justification  is  that  you  did  make  money?  A. 
Yes,  sir. 

Q.  The  question  is  whether  you  think  it  advisable  to  have  a 
temporary  investment  with  a  view  of  resale;  does  not  that  ex- 
pose you  to  the  risks  of  what  is  tantamount  to  a  speculation?  A. 
I  do  not  think  so,  sir,  if  those  investments  are  made  with  good 
judgment.  I  do  not  believe  in  speculating  of  course,  or  of  in- 
vesting in  speculative  securities. 

Q.  How  do  you  draw  the  line  between  an  investment  for  a 
temporary  period  with  the  idea  not  of  holding  these  securities, 
but  of  reselling  on  speculation.  If  a  security  is  likely  to  fluctuate 
upward  it  may  fluctuate  downward?  A.  It  may;  but  I  believe 
the  best  financial  judgment  is  able  to  discriminate  as  to  the 
direction  it  is  Hkely  to  go. 

Q.  It  comes  down  to  a  sound  financial  judgment  in  such 
cases?  A.  Of  sound  financial  judgment.  It  seems  to  me  the 
c^e  is  no  different  in  investing  in  securities  at  a  low  price  for 
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temporary  investment  for  the  purpose  of  making  a  profit  from 
what  it  is  in  making  a  collateral  loan  on  the  same  securities  at 
a  high  rate  of  interest  when  the  money  market  is  high. 

Q.  To  what  extent  do  you  favor  putting  out  money  on  col- 
lateral loans,  Street  loans  in  other  words?  A.  I  do  not  favor 
it  for  my  own  company. 

Q.  Why  should  you  not  favor  a  collateral  loan  as  against  in- 
vestment for  a  temporary  purpose  in  securities  of  the  same 
class  ?  A.  Well,  my  opinion  is  based  largely  on  the  fact  that  we 
have  not  the  machinery  necessary  for  making  collateral  loans. 
It  involves  a  good  deal  of  labor  and  trouble,  then  again,  there 
are  very  few  occasions  when  you  can  make  the  same  profits  in 
the  way  of  interest  on  collateral  loans,  that  you  can  in  buying 
securities  low  that  are  deemed  by  the  best  judgment  obtainable, 
that  they  will  rise. 

Q.  Do  you  keep  a  minute  of  the  transactions  of  the  Finance 
Committee?    A.  Yes,  sir. 

Q.  We  found  yesterday  I  believe  in  one  case  that  their . 

You  were  unable  to  point  out  at  the  moment  an  authorization  ? 
A.  Yes,  sir.  I  can  only  explain  that  as  a  clerical  omission.  I 
have  no  other  explanation  for  it. 

Q.  Were  in  fact  all  the  purchases  and  sales  mentioned  yester- 
day authorized  by  the  Finance  Committee?    A.  Yes,  sir. 

Q.  Did  the  Finance  Committee  act  unanimously  in  the  mat- 
ter?   A.  Absolutely,  yes,  sir. 

Q.  Did  all  the  members  of  the  Committee  concur  in  an  au- 
thorization or  approval  of  these  transactions?    A.  Yes,  sir. 

Q.  Did  the  same  thing  in  the  way  of  authorization  or  approval 
occur  in  the  matter  of  the  syndicate  participation  to  which  you 
testify?    A.  Yes,  sir. 

Q.  Is  it  your  point  of  view,  Mr.  Tatlock,  that  an  insurance 
company  is  justified  in  going  into  any  syndicate  participation, 
or  into  any  transaction  in  securities  merely  because  it  expecfS 
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to  make  money?  A.  Yes,  sir,  that  is  my  point  of  view.  Always, 
coupled  with  the  condition  that  it  shall  be  done  with  sound  judg- 
ment. 

Q.  What  is  the  more  likely  to  fluctuate,  real  estate  values  or 
the  values  of  securities  ?  A.  Well,  I  cannot  pose  as  a  real  estate 
expert,  Mr.  Hughes,  but  my  own  judgment  is  that  real  estate 
is  the  most  speculative  form  of  investment  known. 

Q.  Do  you  set  apart  any  class  of  securities  in  which  you  think 
an  insurance  company  should  not  invest,  or  would  you  leave 
it  entirely  to  the  business  judgment  of  the  men  in  charge  of  its 
investments?  A.  I  would  leave  it  entirely  to  the  business  judg- 
ment of  the  men. 

Q.  Then  you  do  not  favor  any  action  which  would  control  the 
liberty  of  investments  on  the  part  of  an  insurance  company  ?  A. 
No,  sir,  I  think  it  would  be  a  great  mistake. 

Q.  From  your  judgment  of  men  and  experience  of  affairs  do 
you  think  that  it  is  advisable  to  rely  simply  on  business  judg- 
ment in  determining  the  investments  of  an  insurance  company? 
A.  Yes,  sir,  if  you  rely  upon  enough  of  them. 

Q.  It  comes  down  to  a  question  of  personal  equation?  A. 
Yes,  sir,  I  think  this  idea  of  control  is  very  much  exaggerated; 
it  certainly  is  as  regards  my  experience  in  these  matters. 

Q.  How  have  you  seen  it  exaggerated?  A.  Well,  this  popular 
idea  that  men  are  led  by  private  interests. 

Q.  Oh,  well,  do  you  think  that  the  hmitation  of  the  field  of  in- 
vestments in  the  case  of  savings  banks  inadvisable?  A.  Yes, 
sir,  I  think  so. 

Q.  Do  you  think  it  would  be  better  to  have  an  open  field  and 
no  favors  and  trust  to  the  personal  judgment  of  the  Directors  or 
Trustees?    A.  That  is  my  judgment,  Mr.  Hughes. 

Q.  Have  any  securities  been  bought  by  the  Washington  Life 
irom  Mr.  Ryan  ?    A.  No,  sir. 
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Q.  Have  any  securities  been  bought  by  the  Washington  Life 
from  the  Morton  Trust  Company?    A.  Yes,  sir. 

Q.  To  what  extent?  A.  We  bought  two  hundred  thousand 
dollars  of  the  Japanese  Loan,  second  series,  sixes. 

Q.  Anything  else?    A.  No,  sir,  nothing  that  I  can  think  of. 

Q.  Have  any  securities  been  bought  from  Governor  Morton? 

A.  No,  sir. 

Q.  Have  any  securities  other  than  the  two  hundred  thousand 
dollars  of  Japanese  sixes  been  bought  by  the  Washington  Life 
from  any  one  connected  with  the  Board  of  Directors  of  the 
Washington  Life?    A.  No,  sir. 

Q.  Or  from  any  firm  or  institution  in  which  any  officer  or 
Director  of  the  Washington  Life  has  an  interest?    A.  No,  sir. 

Q.  From  whom  were  the  American  Tobacco  securities  pur- 
chased? A.  They  were  purchased  on  the  market  from — ^they 
came  through  two  or  three  firms.  Kingsley,  Mabie  &  Co.  were 
one,  I  think.    I  do  not  remember  the  names  of  the  others. 

Q.  And  no  officer  of  your  company  was  interested  in  those? 
A.  No,  sir. 

Q.  I  mean  in  the  securities  which  were  sold?  A.  Oh,  as  to 
that  I  do  not  know.    You  mean  in  the  sales  to  the  company? 

Q.  Yes.     A.  No. 

Q.  Did  they  sell  their  securities  to  the  company?  A.  No,  I 
do  not  think  so,  not  so  far  as  I  have  any  knowledge. 

Q.  Your  information  is  to  the  contrary  ?  A.  My  information 
is  to  the  contrary.  They  were  bought  on  the  board,  and  the 
names  of  the  sellers  appeared  on  the  advices. 

Q.  Then  is  it  your  idea  that  an  insurance  company  should  es- 
tablish relations  which  will  give  it  an  opportunity  to  make  profit- 
able investments  by  knowledge  of  the  Wall  Street  market?  A. 
Well 

Q.  In  other  words,  which  is  the  policy  which  you  prefer,  to 
have  an  insurance  company  managed  by  men  who  have  no  other 
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interest,  who  limit  themselves  to  conservative  investments  in 
established  securities,  or  in  real  estate,  or  to  have  it  managed 
in  such  a  way  that  opportunities  for  profit  through  syndicate 
transactions,  or  purchases  of  securities  which  will  likely  rise  in 
value  may  be  seized  and  taken  advantage  of  promptly?  A.  Well, 
I  prefer  the  latter. 

Q.  You  prefer  the  latter?  A.  I  regard  the  first  as  tending  to 
a  state  of  affairs — which  leads  toward  a  state  of  affairs  which  is 
popularly  called  dry  rot. 

Q.  And  you  see  no  danger  in  the  latter?    A.  I  do  not. 

Q.  So  that  you  are  frankly  and  candidly  in  favor  of  having 
the  investments  of  an  insurance  company  handled  by  those  that 
are  closest  to  the  financial  operations  of  Wall  Street?  A.  Yes, 
sir. 

Q.  Because  of  the  opportunities  of  making  money?  A.  Yes, 
sir,  always  on  the  condition  and  under  the  circumstances  that 
they  are  handled  by  men  of  integrity  and  good  and  recognized 
sound  judgment. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Tatlock,  of  what  advantage  is  it  to  policyholders  that 
there  should  be  non-participating  insurance?  A.  They  have 
the  advantage  of  paying  less  premiums  than  they  do — than  they 
are  called  upon  to  do  upon  the  participating  plan,  and  of  know- 
ing exactly  in  advance  what  their  insurance  is  to  cost  them. 

Q.  Why  do  they  have  a  less  premium  for  non-participating 
business  ?  A.  Because  the  contract  is  they  shall  have  no  profits, 
and  the  premium  is  made  less  on  the  basis  of  that  contract. 

Q.  Can  such  policies  be  written  without  endangering  the  sta- 
bility and  responsibility  of  the  company?     A.  Yes,  sir. 
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Q.  Why  should  not  premiums  generally  be  reduced  to  a  non- 
participating  basis,  if  those  premiums  upon  that  basis  will  still  pay 
into  the  company  sufficient  to  make  it  stable  and  responsible  ?  A. 
There  is  no  reason,  but  as  a  practical  matter  it  will  be  found,  I 
think,  that  a  company  cannot  continue  on  a  non-participating 
basis  only. 

Q.  Why?  A.  It  could  not  pay  sufficiently  attractive  commis- 
sions to  enable  agents  to  get  the  business. 

Q.  That  is  solely  a  matter  of  competition  is  it  not?  A.  That 
is  solely  a  matter  of  competition. 

Q.  So  that  competition  aside^  is  there  any  reason  why  all  busi- 
ness should  not  be  written  so  far  as  premiums  are  concerned  upon 
the  lower  premium  which  would  indicate  a  non-participating  busi- 
ness?    A.  No,  sir. 

Q.  There  is  not?  A.  There  is  not,  leaving  aside  the  question 
of  competition. 

Q.  Leaving  aside  the  question  of  competition?     A.  Yes,  sir. 

Q.  It  then  would  be  a  manifest  advantage  to  the  public,  because 
they  would  obtain  the  same  insurance  at  a  less  rate  of  premium, 
would  it  not?  A.  Yes,  sir,  but  it  is  fair  to  say  that  participating 
policyholders  in  many  companies  who  pay  premiums  for  a  number 
of  years  do  obtain  their  insurance  at  less  cost  than  if  they  had 
taken  a  non-participating  policy  in  the  first  place. 

Q.  That  is  just  what  I  was  coming  to.  Now,  what  has  been 
the  experience  of  insurance  companies  as  to  the  cost  of  insurance 
between  participating  and  non-participating  policyholders,  which 
of  them  obtain  their  insurance  cheapest?  A.  Well,  as  a  matter 
of  fact,  in  many  companies,  owing  to  the  extremely  low  rate  at 
which  non-participating  insurance  has  been  sold,  and  the  only 
moderate  dividends  which  have  been  paid  on  participating  policies, 
it  is  true  that  the  non-participating  policyholder  has  obtained  his 
insurance  at  a  less  cost  than  the  participating  policyholder.     But 
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in  other  companies  I  think  it  is  a  fair  statement  that  the  contrary 
has  been  the  case,  as  it  should  be. 

Q.  Then  it  depends  necessarily  upon  the  ability  with  which 
the  company  is  managed  ?    A.  Yes,  sir. 

Q.  And  it  also  depends  upon  this  fact  that  in  the  past  there 
has  been  a  lack  of  co-ordination  or  homogeneity  in  the  basis  upon 
which  participating  and  non-participating  rates  have  been  com- 
puted ;  in  other  words,  non-participating  rates  have  been  made 
too  low. 

Q.  We  reach  the  other  branch  of  the  question  then,  why  should 
there  be  any  non-participating  business  ,if  'that  be  true?  A. 
Simply  because  some  people  have  preferred  it. 

Q.  But  if  the  company  is  managed  so  that  all  its  surplus  earn- 
ings, except  what  is  required  for  administration  and  reserve  funds, 
are  distributed  as  dividends,  there  is  some  probability  that  the 
insurance  will  be  cheaper,  if  the  company  is  well  managed,  than  if 
written  on  a  non-participating  basis,  and  at  all  events  an  absolute 
certainty  that  the  business  will  cost  the  policyholder  no  more  than 
it  should  cost  him?  A.  That  is  true  if  the  non-participating 
rates  are  put  on  a  proper  basis  in  the  first  place. 

Q.  If  they  are  not  put  on  a  proper  basis  they  are  on  an  entirely 
wrong  basis  are  they  not  ?  A.  Then  the  non-participating  policy- 
holder gets  his  insurance  a  little  cheaper. 

Q.  And  that  would  be  a  wrong  to  all  the  other  poHcyholders  ? 
A.  Yes,  sir. 

Q.  Then  why  is  it  not  an  absolute  equity  to  prohibit  non-partici- 
pating business  entirely  in  the  insurance  business,  and  write  all 
business  upon  the  participating  basis?  A.  Upon  the  non-partici- 
pating ? 

Q.  Upon  the  participating  business.  Wherein  will  the  harm 
come  there  to  the  company  or  the  policyholder  ?  A.  I  do  not  see 
any  objection  to  that  for  purely  mutual  companies. 

Q.  What  objection  is  there  for  those  that  are  not  purely  mutual? 
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A.  Because  it  seems  to  me  it  is  all  right  for  a  stock  company  to 
write — to  sell  insurance  on  the  best  terms  it  can  make. 

Q.  You  believe  a  stock  corporation,  as  in  the  case  of  an  ordi- 
nary business  corporation,  is  one  primarily  created  to  make  money 
for  its  stockholders  ?     A.  Within  the  limits  in  its  charter,  yes. 

Q.  Is  there  any  reason  why  you  make  your  reply  to  my  last 
question?     A.  No. 

Q.  Viewing  it  from  the  standpoint  of  the  public  and  the  policy- 
holder then,  is  there  any  reason  why  all  business  should  not  be 
participating  business?     A.  I  can  see  no  good  reason  against  it. 

Q.  And  no  other  reason  you  can  suggest  except  that  in  the  case 
of  stock  companies  they  ought  to  have  the  right  to  determine  what 
classes  of  business  they  would  sell  for  themselves?    A.  Yes,  sir. 

BY  MR.  HUGHES : 

Q.  If  a  non-participating  premium  is  adequate,  why  should  a 
participating  premium  be  a  cent  more?  A.  Because  of  the  con- 
tract rights  that  are  given  to  a  policyholder  on  a  participating 
policy. 

Q.  Those  contract  rights  are  to  return  him  moneys  which  he 
may  pay  in  by  being  charged  too  much?  A.  How  do  you  mean 
by  being  charged  too  much? 

Q.  By  being  charged  more  than  the  insurance  will  cost?  A. 
Yes,  for  the  purpose  of  getting  something  back. 

Q.  Now,  the  scheme  of  insurance  is  to  give  a  man  insurance  at 
what  it  cost  the  company  ?     A.  Yes. 

Q.  In  a  mutual  company?  A.  Well,  all  companies  are  practi- 
cally mutual,  and  the  body  of  the  policyholders  is  the  company. 

Q.  Yes.  In  other  words,  you  would  carry  in  the  case  of  a 
stock  company  the  amount  of  a  fixed  dividend  charge  into  the  fixed 
expenses?    A.  Yes. 
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Q.  You  do  not  in  this  country  load  premiums  with  the  idea  of 
paying  bonuses  as  in  England  ?  A.  Well,  what  they  call  bonuses 
in  England  are  what  we  call  dividends. 

Q.  I  understand  that,  but  you  do  not  load  your  premiums  for 
the  purpose  of  providing  dividends?     A.  Yes. 

Q.  What?  A.  Participating  premiums  are  loaded  largely  for 
that  purpose. 

Q.  And  only  for  that  purpose?  A.  Well,  yes,  you  can  say  only 
for  that  purpose,  and  for  providing  for  contingencies. 

Q.  There  is  no  good  reason  why  if  a  non-participating  prem- 
ium is  adequate  in  carrying  the  insurance  you  should  charge  a 
penny  more  for  a  participating  policy  except  on  the  theory  that 
that  penny  more  is  going  to  be  given  back  to  the  policyholder  in 
some  way?    A.  Yes,  that  is  right. 

Q.  And  yet  the  expenses  of  American  companies  very  fre- 
quently exhaust  the  entire  loading  on  participating  premiums  ?  A. 
Yes,  sir. 

Q.  Is  that  so  in  the  Washington  Life?     A.  Yes,  sir,  it  is. 

Q.  Is  it  so  to-day — ^do  you  save  anything  in  your  loading  upon 
participating  business?  A.  I  do  not  think  we  will  for  this  year. 
I  am  trying  my  best  to  get  them  down. 

Q.  So  the  situation  is  that  the  participating  premium,  though 
made  higher  than  the  non-participating  upon  the  theory  that  there 
will  be  a  return  to  the  policyholders,  in  fact,  does  not  permit  that 
return,  because  the  excess  is  used  up  in  expenses?  A.  Yes,  sir. 
Q.  Well,  that  would  seem  to  indicate  that  the  non-participating 
premium  was  not  adequate?  A.  Well,  in  a  great  many  cases  it 
has  not  been  adequate. 

Q.  If  all  your  rates  were  made  as  your  non-participating  rates 
are  made,  with  a  view  to  meeting  the  cost  of  carrying  the  insur- 
ance without  intending  to  return  to  the  policyholder  any  benefit 
in  excess  of  charges,  you  could  not  get  along  unless  you  reduced 
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expenses  still  further  than  you  have  been  able  to  do?  A.  That 
is  undoubtedly  true. 

Q.  So,  according  to  your  present  scale  of  reduced  expenses, 
your  non-participating  rates  are  not  adequate?  A.  Yes,  well, 
academically  no.  They  are  adequate  to  carry  the  cost  of  non- 
participating  business. 

Q.  How  can  such  a  thing  be  academical  when  we  know  practi- 
cally yes?  A.  What  I  mean  is  that  non-participating  rates  are 
adequate  to  pay  the  cost  of  carrying  those  policies.  They  are  not 
adequate  in  the  sense  that  most  companies  are  conducted,  I  think 
the  non-participating  policyholder  has  an  advantage  over  the 
participating  policyholder. 

Q.  Then  yoti  charge  a  higher  premium  on  the  participating 
policy  on  the  theory  that  the  policyholder  is  to  get  the  money 
back?    A.  Yes. 

Q.  And  then  you  pay  such  large  commissions  to  the  agent  to 
get  that  policy  that  there  is  riot  any  money  coming  back?  A. 
There  is  not  enough  coming  back  to  reduce  the  cost  of  those  poli- 
cies to  the  cost  of  non-participating  policies ;  that  is  the  condition 
I  understand  exists. 

MR.  HUGHES :  That  is  all. 

THE  WITNESS :  May  I  mal^e  one  more  correction,  Mr. 
Hughes  ? 

MR.  HUGHES :  Certainly.  ' 

THE  WITNESS :  I  mind  that  we  bought  from  the  Morton 
Trust  Company  one  other  stock,  Louisville,  Memphis  &  South- 
eastern, $100,000. 
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Q.  The  views  you  have  expressed  here  in  regard  to  investment 
you  understand  to  be  the  views  of  your  Finance  Committee?  A. 
I  do. 

(Handing  paper.) 

Q.  Is  that  a  correct  statement  of  the  loading  on  the  issues  of 
1903  and  1904?    A.  Yes,  sir. 

MR.  HUGHES:  I  ofifer  it  in  evidence. 

(Paper  marked  Exhibit  No.  802  and  read  by  Mr.  Hughes.) 

Q.  What  is  this  book  that  is  now  shown  you?  A.  That  is  a 
book  which  was  prepared  by  former  agents  of  the  company  npw 
dead,  which  I  believe  the  former  management  of  the  company 
allowed  its  agents  to  use. 

MR.  HUGHES:  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  803  for  identification.) 

(Handing  witness  paper.) 

Q.  Are  these  the  actual  results  in  1905  of  the  apportionments 
on  deferred  policies  where  the  period  matured  in  1905?  A.  Yes, 
sir. 

MR.  HUGHES :  I  offer  them  in  evidence. 


Testimony  of  Cornelius  Doremus 
The  papers  are  marked  Exhibits  804,  805,  806  and  807. 

Q.  Who  made  these  up,  did  you?  A.  No,  they  were  made 
up 

Q.  Are  they  all  1905?     A.  Yes,  I  know  that. 

Q.  How  do  they  compare  with  the  estimates?  A.  Well,  they 
are,  naturally,  under  them. 

Q.  To  what  extent,  roughly?  A.  I  cannot  tell  that.  I  have 
:not  examined  them. 

Q.  Considerably?     A.  Considerably,  yes,  sir. 

CORNELIUS  DOREMUS,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows  : 

BY  MR.  HUGHES: 

Q.  Mr.  Doremus,  you  are  President  of  the  Germania  Life  In- 
surance Company?    A.  I  am. 

Q.  How  long  have  you  been  President  of  that  company?  A. 
Seven  or  eight  years. 

Q.  Is  that  a  stock  company?    A.  It  is. 

Q.  Is  this  a  copy  of  the  charter  and  by-laws  of  the  company 
/handing  book)?     A.  It  is. 

MR.  HUGHES  :  I  will  have  it  marked  for  identification. 

(Book  marked  Exhibit  No.  808  for  identification.) 

Q.  Your  company  was  organized  in  i860?    A.  It  was. 
Q.  Under  the  laws  of  the  State  of  New  York?    A.  1853. 
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Q.  The  General  Act  of  1853,  relative  to  life  insurance  com- 
panies?   A.  Yes,  sir. 

MR.  HUGHES:  I  read  from  the  Charter  the  following  pro- 
vision, of  Article  4: 

"In  the  election  of  Directors  every  stockholder  in  the  company 
shall  be  entitled  to  one  vote  for  every  share  of  stock  held  by 
him ;  every  policyholder  paying  at  least  one  hundred  dollars  per 
annum  in  premiums,  or  annuitant  entitled  to  an  annuity  of  not 
less  than  one  hundred  dollars  per  annum,  shall  be  entitled  to  one 
vote  ;  and  every  person  whose  life  is  insured  by  a  policy,  the  legal 
reserve  on  which  at  the  end  of  the  last  poHcy  year  amounted  to 
one  hundred  dollars  or  more,  shall  be  entitled  to  one  vote  for 
each  even  hundred  dollars  of  the  amount  of  such  reserve,  and 
all  of  such  votes  may  be  given  in  person  or  by  proxy." 

I  read  the  following  from  Article  6,  of  the  Charter : 

"The  capital  of  said  company  shall  be  two  hundred  thousand 
dollars,  divided  into  four  thousand  shares  of  fifty  dollars  each, 
which  shall  be  personal  property,  transferable  only  on  the  books 
of  the  company  in  conformity  with  its  by-laws. 

"The  holders  of  the  said  capital  stock  may  receive  interest 
thereon  at  a  rate  not  exceeding  seven  per  cent,  per  annum.    For 

» 

such  interest  the  Board  of  Directors  may  declare  dividends,  and 
designate  the  time  and  manner  of  their  payment. 

"No  division  of  profits  will  be  made  until  the  stockholders  shall 
have  first  received  interest  at  the  rate  of  seven  per  cent,  per  an- 
num on  the  amount  of  the  capital  stock." 

Article  12. 

"No  loan  of  the  funds  of  this  company  shall  be  made  to  any 
Director  or  officer  of  the  company." 
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Article  13. 

"Within  three  months  after  the  expiration  of  the  year  1867, 
the  oiBcers  of  the  company  shall  cause  a  general  statement  to 
be  made,  and,a  balance  to  be  struck  of  the  affairs  of  the  company, 
which  shall  exhibit  the  amount  of  surplus  or  net  profits  of  the 
company,  as  near  as  the  same  can  be  ascertainedj  after  deducting 
a  sufficient  amount  to  reinsure  all  outstanding  risks,  and  to 
cover  other  contingencies,  as  provided  by  law.  Twenty  per 
cent,  of  the  net  profits  thus  ascertained,  in  addition  to  the 
amount  to  be  divided  among  the  stockholders  for  interest  on  the 
capital,  pursuant  to  Article  6,  shall  be  apportioned  and  divided 
in  cash  among  the  holders  of  the  capital  stock  of  the  company, 
and  the  remaining  eighty  per  cent,  of  the  said  net  profits  shall  be 
equitably  divided  in  cash,  or  at  the  choice  of  the  assured  in  such 
other  manner  ai  the  Board  of  Directors  may  determine  among 
those  policyholders  who,  by  the  terms  of  their  policies,  partici- 
pate in  the  profits  subject  to  the  regulations  of  the  Board  of  Di- 
rectors from  time  to  time,  as  to  the  period  during  which  a  policy 
must  have  been  in  force  to  entitle  the  holder  to  such  participa- 
tion, and.  as  to  the  period  for  which  the  dividends  shall  be  de- 
clared. And,  on  or  before  the  first  day  of  July,  in  the  year  one 
thousand  eight  hundred  and  sixty-nine,  and  in  every  subsequent 
year  or  at  such  other  times  as  the  Board  of  Directors  may  deter- 
mine, the  officers  of  the"  company  shall  cause  a  general  statement 
to  be  made  and  a  balance,  to  be  struck  as  aforesaid.  After  de- 
ducting a  sufficient  amount  to  reinsure  all  outstanding  risks,  and 
to  cover  other  contingencies  provided  by  law,  a  sum  equal  to  five 
per  cent  per  annum  of  the  capital  stock,  in  addition  to  the  amount 
to  be  divided  among  the  stockholders  for  interest  on  the  capital, 
pursuant  to  Article  6,  shall  be  apportioned  among  the  holders  of 
the  capital  stock  of  the  company,  and  the  remaining  net  profits 
shall  be  equitably  divided  in  cash,  or,  as  the  option  of  the  assured 
in  such  other  manner  as  the  Board  of  Directors  may  determine, 
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among  those  policyholders  who  By  the  terms  of  their  policies 
participate  in  the  profits,  subject  to  the  i-egialatidhs  df  the  Board 
of  Directors  from  time  to  tinie,  as  to  the  period  during  which  a 
policy  must  have  been  in  force  to  entitle  the  holders  to  such  a 
participation,  and  as  to  the  period  for  which  dividends  shall 
have  been  declared.  In  case  of  death  of  anybody  insured,  his 
ratable  portion  of  the  profits  which  inay  have  accrued  prior  to  his 
death  and  since  the  last  division  of  profits,  shall  at  the  next  suc- 
ceeding term  of  dividing  profits  be  paid  in  cash  to  his  legal 
representatives  or  assigns." 

Q.  Was  that  a  provision  of  the  original  Charter  that  every 
poHcyholder  paying  at  least  one  hundred  dollars  and  so  forth, 
should  be  entitled  to  a  vote,  or  was  that  the  amendment  of  1901  ? 
A.  That  was  a  provision  of  the  original  Charter. 

Q.  So  that  the  voting  power  of  policyholders  has  remained  the 
same  since  your  organization  ?    A.  Oh,  no  ;  it  \yas  formerly 

Q.  Which  part  of  this  paragraph  that  I  have  read  was  the 
amendment  of  1901  ?  A.  First,  giving  them  the  right  to  vote  by 
proxy  as  well  as  in  person,  and  then  giving  therri  that  right  and 
determining  the  extent  of  their  rights  upon  a  scientific  basis; 
the  stockholders  had  a  right  to  vote  for  each  share  of  stock, 
and  we  give  the  policyholders  the  i'ight  to  vote  for  each  one 
hundred  dollars'  interest  that  they  have.  If  a'  policyholder  has 
a  policy,  that  is,  On  which  the  reserve  is  one  thousand  dollars, 
he  has  ten  votes,  the  same  as  a  stockholder,  with  ten  shares. 

Q.  In  other  words,  you  calcula1;e  the  policyholders'  interest 
in  accordance  with  the  amount  of  the  legal  reserve  against  his 
policy?    A.  Exactly. 

Q.  Yott  give  him  one  vote  for  each  one  hundred  dollars  of  that 
reserve,  just  as  you  give  a  stockholder  a  vote  for  each  one  hun- 
dred dollars'  worth  of  stock  he  has?    A.  Yes,  sir. 

Q.  That  is,  for  each  share?    A.  Yes,  sir. 
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Q.  You  figure  that  the  policyholder  has  an  interest  in  the 
company  measured  by  the  reserve  against  his  policy  at  the  time 
being?    A.  I  think  that  is  exactly  it. 

Q.  So  that  the  older  the  policyholder  is,  I  mean  in  relation  to 
his  company A.  The  more  votes  he  has,  sir. 

Q.  The  more  votes  he  has  ?    A.  Certainly. 

Q.  And  if  there  should  come  a  question  at  any  time  of  the  con- 
trol of  your  company  through  the  votes  of  policyholders,  it 
would  be  the  older  policyholders  who  would  control  the  situa- 
tion? A.  Well,  the  stockholders  are  such  a  drop  in  the  bucket 
as  compared  with  the  policyholders 

Q.  I  mean  the  earlier  policyholders.  Did  I  say  stockholders  ? 
A.  No,  you  said  policyholders.    Yes,  that  is  it. 

Q.  In  other  words  it  would  be  those  that  have  been  longest 
in  the  company  who  would  have  the  majority  of  the  policy- 
holders' votes  ?  A.  Or  a  new  policyholder  of  a  few  years  would, 
of  a  very  large  amount. 

Q.  That  would  come  in  and  modify  it?    A.  Yes,  sir. 

Q.  And   how   has   that   worked   in   practice?     A.  Excellently. 

Q.   Do  the  policyholders  vote?    A.  Surely. 

Q.  Do  they  vote  in  person  or  by  proxy  ?  A.  By  proxy  alto- 
gether. 

Q.  How   many   policyholders   have    you?      A.  Upwards    of 
100,000.     I  simply  speak  from  memory. 

Q.  Well A.  I  would  not  attempt  to  say  that,  you  know. 

Q.  About  63,000  or  64,000?    (Handing  paper.)    A.  Oh,  yes. 

Q.  About  63,000  in  number?    A.  Yes,  I  would  say  so. 

Q.  How  many  votes  of  policyholders  were  cast  at  the  last 
election?    A.   13,000. 

Q.  Who  held  the  proxies?  A.  The  three  officers  of  the  com- 
pany held  the  proxies.     I  vote  them. 

Q.  Who  are  the  three  officers  to  whom  the  proxies  are  is- 
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sued?  The  President,  Vice  President  and  Second  Vice  Presi- 
dent. 

Q.  What  means  are  taken  to  get  the  proxies?  A.  Only  at  the 
time  we  made  that  change  in  our  charter  we  addressed  a  com- 
munication, a  letter  of  mine  of  which  you  have  a  copy,  to  our 
policyholders  direct. 

Q.  Is  this  the  letter  (handing  paper)?    A.  It  is. 

MR.  HUGHES:  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  809.) 

Q.  This  was  sent  out  after  the  amendment  of  1901  ?  A.  Yes, 
sir. 

Mr.  Hughes  then  read  Exhibit  No  809. 

Q.  What  amounts  have  been  distributed  to  the  stockholders 
by  the  Germania?  A.  Seven  per  cent,  up  to  1868,  12  per  cent, 
since  then. 

Q.  Twelve  per  cent,  since  then?  A.  Yes,  we  declared  our 
first  dividend  to  policyholders  in  1868,  and  thereupon  they  be- 
came entitled  to  an  interest  in  the  dividends. 

Q.  Have  any  dividends  been  paid  to  stockholders  aside  from 
the  7  per  cent,  up  to  1868,  and  the  12  per  cent,  since  that  time? 
A.  No. 

Q.  No  other  division  in  any  way?    A.  No. 

Q.  And  the  capital  stock  has  not  been  increased?    A.  No. 

Q.  What  amount  of  insurance  is  in  force?  A.  About  $110,- 
000,000,  I  should  say. 


5  507 


Testimony  of  Cornelius  Dor  emus 

Q.  How  much  of  that  is  ordinary  insurance?  A.  Just  cxt 
actly  what  do  you  mean  by  ordinary,  Mr.  Hughes  ? 

Q.  Well,  as  distinguished  from  industrial?  A.  Almost  the 
whole  of.  it,  practically  the  -yvhole  of  it.  I  think  there  is  only 
three  hundred  thousand  dollars  of  industrial  left. 

Q.  Can  you  give  the  figures?    A.  I  can,  from  this  ]bltie  bpok. 

Q.  Are  they — ^these  figures  are  yours  (indicating)  ?  A.  $103,- 
937,343  and  $383,924  industrial.  We  discontinued  doing  indus- 
trial business  twenty  years  ago. 

Q.  Were  you  connected  with  the' company  at  its  organization? 
A.  Before.  The  first  poHcy  was  issued  on  the  17th  of  July,  and 
I  entered  the  company  the  21st  of  M&y,  i860. 

Q.  In  what  capacities  have  you  been  connected  with  the  com- 
pany since  that  time?    A.  I  have 

Q.  In  what  capacities,  I  say,  have  you  been  connected  with 
the  company,  what  offices  have  you  held  in  the  company?  A. 
Everything  from  clerk  to  President,  up  or  down,  as  you  may  say. 

Q.  So  you  are  familiar  with  the  entire  business  of  the  com- 
pany?   A.  Yes,  sir. 

Q.  Certain  questions  were  asked  you  with  regard  to  payments 
in  connection  with  legislation  and  other  matters.  You  have 
furnished  the  Committee  with  this  statement.  Is  that  acccurate 
and  complete?    A.  Yes,  sir. 

MR.  HUGHES;  I  offer  the  paper  in  evidence. 

(Paper  marked  Exhibit  No.  810  and  read  by  Mr.  Hughes) 

Q.  What  is  the  amount  of  the  surplus  of  your  company  ?  A. 
$4744,717-00. 

THE  CHAIRMAN :  Before  you  leave  that  topic  I  wish  you 
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would  ask  him  if  he  knows  how  much  was  paid  in .  all  in  regard 
to  that  lien  bill,  and  how  it  was  paid. 

Q.  What  was  the  entire  amount  paid  for  counsel  in  regard 
to  the  lien  bill  ?    A.  I  cannot  tell  that,  Mr.  Hughes. 

Q.  What  companies  or  institutions  were  interested  in  that? 
A.  All  the  title  companies,  some  of  the  other  life  companies,  and 
some  individuals.  ' 

Q.  Who  was  the  counsel  that  they  employed?  A.  I  don't 
know.     I  can  ascertain  that  for  you.     ' 

Q.  To  whom  did  you  pay  the  money,  the  $250  from  your  com- 
pany?   A.  To  the  organization,  the  Allied  Real  Estate  Interests. 

Q.  No,  that  is  in  regard  to  the  Mortgage  Tax  Bill.  I  am 
referring  to  the  payment  of  two  hundred  and  fifty  dollars  in  1904, 
in  connection  with  the  lien  bill  ?  A.  Oh,  that,  we  paid  that  to  E. 
C.  Potter.  He  is  not  a  lawyer,  he  is  a  well-to-do  man  here,  a 
large  real  estate  man  and  operator. 

Q.  To  E.  C.  Potter?    A.  Yes,  sir. 

Q.  And  did  he  engage  the  counsel?    A.  I  understand  so;  yes. 

Q.  And  you  don't  know  who  the  counsel  was?    A.  I  do  not. 

Q.  Or  what  the  total  amount  was?  A.  No.  I  can  ascertain 
that  if  you  wish. 

THE  CHAIRMAN:  I  wish  you  would.  We  would  like  to 
know. 

THE  WITNESS :  You  would  like  to  know,  do  I  understand? 
THE  CHAIRMAN :  Yes. 

MR.  HUGHES :  Yes,  we  would  Hke  the  infornjation  on  that 
point. 
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THE  WITNESS :  I  will  ascertain  that. 
BY  THE  CHAIRMAN : 

Q.  It  is  quite  possible  that  you  had  a  statement  of  some  kind 
showing  what  your  proportion  was  before  you  paid  it,  did  you 
not,  Mr.  Doremus  ?  A.  I  doubt  it.  A  meeting  was  held  at  the 
office  of  one  of  the  prominent  real  estate  men  downtown,  and 
we  each  subscribed  a  certain  sum,  and  I  subscribed  two  hundred 
and  fifty  dollars. 

Q.  In  advance  of  the  introduction  of  the  bill?  A.  Oh,  no, 
the  bill  was  before  the  Committees  and  counsel  had  appeared  be- 
fore the  Committees  at  that  time. 

BY  MR.  HUGHES : 

Q.  Will  you  state  the  circumstances  under  which  you  made 
the  payment.  The  meeting  was  called?  A.  Yes,  I  think  at 
Horace  Ely's,  or  some  other  large  downtown  real  estate  firm, 
which  was  attended  by  representatives  of  the  companies,  presi- 
dents of  savings  banks  and  title  companies  were  represented,  and 
a  list  was  circulated  to  which  I  subscribed  two  hundred  and  fifty 
dollars. 

Q.  Was  the  list  circulated  at  that  meeting?    A.  Yes,  sir. 

Q.  What  was  the  status  of  the  bill  at  that  time?  A.  I 
think  it  was  at  the  time  that  the  Legislature  had  adjourned,  leav- 
ing a  certain  bill  in  the  Governor's  hands.  He  then,  if  my  recol- 
lection is  right,  called  a  special  session,  did  he  not?  Did  not  the 
Governor  call  a  special  session? 

Q.  In  1904 — this  was  in  1904  you  made  the  payment,  I  un- 
derstand?   A.  Oh,  yes,  that  is  true. 
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Q.  Are  you  confusing  the  matter  of  the  Allied  Real  Estate 
Interests  with  the  Mortgage  Tax  Bill?    A.  I  am  now;  yes,  sir. 

Q.  Was  this  meeting  you  referred  to  a  moment  ago  a  meeting 
in  1904,  in  regard  to  the  lien  bill,  or  was  it  not  in  regard  to  the 
Mortgage  Tax  Bill  ?    A.  The  Mortgage  Tax  Bill. 

Q.  Put  your  mind  back  to  1904,  in  regard  to  the  lien  bill,  what 
was  done  or  suggested  as  to  the  subscription  ?  A.  There  was  no 
meeting  there. 

Q.  No  meeting  there  ?    A.  No. 

Q.  And  Mr.  Potter  communicated  with  you?    A.  Yes,  sir. 

Q.  And  was  that  before  the  bill  was  introduced  ?  A.  I  could 
not  say  that. 

Q.  You  don't  know  as  to  that  ?    A.  No. 

Q.  You  don't  know  what  the  condition  of  the  matter  was  ex- 
cept that  you  were  asked  for  two  hundred  and  fifty  dollars  to- 
ward the  end  of  getting  the  law  amended  in  this  particular  ?  A. 
I  may  have  been  asked  for  more,  but  that  is  the  amount  I  sub- 
scribed. 

Q.  Do  you  recollect  whether  you  were  asked  for  more  ?  A. 
No,  I  do  not. 

Q.  You  can  get  us  information  about  that,  I  suppose?  A. 
What  is  that  ? 

Q.  You  can  get  us  information  about  that  ?    A.  About  the 

Q.  Of  the  total  amount  that  was  subscribed  and  who  the  coun- 
sel were?    A.  I  will  try  to,  yes,  sir. 

Q.  Now,  the  matter  that  you  refer  to  was  in  April,  1905,  when 
there  was  a  meeting  downtown  of  a  great  many  real  estate  peo- 
ple, and  a  list  was  passed  around  to  subscribe  for  the  services  of 
counsel  before  the  Committees  of  the  Senate  and  Assembly,  in 
connection  with  the  Mortgage  Tax?    A.  Exactly. 

Q.  And  what  was  the  total  amount  that  was  obtained  through 
the  subscriptions  ?  A.  I  think  some  twenty-thousand  or  twenty- 
five  thousand  dollars. 
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Q.  Twenty  or  twenty-five  thousand?  A.  Nearly;  that  is  my 
recollection,  I  think. 

Q.  Who  were  the  counsel?  A.  I  don't  know.  They  were 
gentlemen  who  I  did  not  know. 

Q.  Who  arranged  for  their  employment;  who  was  the  man, 
or  committee,  that  had  the  matter  in  charge  and  took  the  money 
and  handled  it?  A.  One  of  the  members  of  the  firm  of  Horace 
Ely  and  Company,  I  think,  was  prominent  in  the  matter.  His 
name  I  do  not  recall. 

Q.  With  whom  did  you  communicate  in  regard  to  the  matter 
of  the  contribution  in  connection  with  the  Mortgage  Tax  Law, 
who  called  the  meeting  ?  A.  I  think  some  hastily  assembled 
committee  of  some  prominent  real, estate  people  downtown.  I 
was  invited  through  Mr.,  A.  L.  Mordecai  &  Son. 

Q.  To  whom  did  you  send  the  five  hundred  dollars  ?  I  wish 
you  would  look  up  the  check  for  the  five  hundred  dollars  during 
the  recess  hour,  and  give  me  the  name  of  the  man  who  got  the 
five  hundred  dollars  in, the  one  case,,  and  the  two  hundred  and 
fifty  dollars  in  the  other  case,  and  if  you  have  any  correspond- 
ence relating  to  the  matter,  or  can' refresh  your  memory,  we 
should  be  glad  to  know  what  you  can  say  on  the  subject?  A; 
Yes,  I  shall  be  glad  to,  do  it..      

Q.  With  reference  to  both  these  matters;  the  lien  matter  and 
the  mortgage  tax?  A.  Yes,  with  reference  to  the  two  hundred 
and  fifty  dollars,'  I  can  tell  you  now  it  was  E.  Clinton  Potter. 

Q.  E.  Clifton  Potter?  A.  Yes,  arid  he  is,  as  I  say,  a  large  real 
estate  rhan  aiid  d'ealfer.  '  ■  ' 

BY  THE  CHAIRMAN : 

Q.  That  was  the  lien  bill,  we  understand  now?    A.  Yes. 
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Q.  Did  you  state  the  name  of  the  recipient  of  the  money  for 
the  Mortgage  Tax  Bill?  A.  That  I  cannot  tell;,  someone,  a 
secretary  of  an  association. 

Q.  Was  the  total  twenty-five  thousand  dollars 

BY  MR.  HUGHES : 

Q.  What  did  you  say  the  total  in  the  mortgage  tax  matter 
was  ?  A.  I  think  twenty  thousand,  or  twenty-five  thousand  dol- 
lars  was   raised. 

Q.  We  would  like  to  have  you  get  tile  statement  of  the  one 
to  whom  you  paid  the  money,  and  if  you  Had  a  circular  or  cor- 
respondence relatirig  to'  it,  we  would  be  glad  to  have  you  bring 
that  down  at  half  past  two,  at  the  afterridofl  session?    A.  Yes. 

Q.  It  would  appear  by  the  blue  book  that  your  cornpany  has 
had  a  constant  increase  in  surplus-^is  that  the  fact?    A.  It  is. 

Q.  What  are  your  investments — ^what  is  the  nature  of  your  in- 
vestments? A.  Conservative  securities,  bonds  and  mortgages 
on  real  estate. 

Q.  Have  you  found  it  necessary  to  watch  the  ticker  to  see 
where  you  could  make  a  profit  on  a  turn,  in  .securities  ?  A.  We 
never  do. 

Q.  What  kind  of  securities  have  you  invested  in?  A.  Well, 
Mr..  Hughes,, the  best  that,  we  could  find.,    ,  ,     ,. 

•  Q.  What   proportion -of  your   assets   do  you,  invest  in  real 
estate?    A.  Not  in  real  estate. 

Q.  Well,  in  bonds  and  mortgages  ?  A.  Well,  we  have  about 
thirty-five  million  dollars  of  assets,  and  I  think  about  eighteen 
or  nineteen  million  dollars  is  invested  of  that  in  bond  and  mort- 
gage. 

Q.  Has  that  proportion  obtained  during  the  entire  period  of 
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your  history — have  you  invested  a  Httle  more  than  half  of 
your  assets  in  mortgages  upon  real  estate  ?    A.  Yes,  we  have. 

Q.  Now,  what  has  been  your  experience  as  to  that  class  of 
investment — do  you  find  them  highly  speculative?  A.  We  do 
not ;  we  .find  them  very  stable,  indeed. 

Q.  What  has  been  your  experience  with  regard  to  losses  on 
such  investments?    A.  They  have  been  very  moderate. 

Q.  If  you  have  men  of  sound  business  judgment  you  are  able 
to  make  a  very  safe  investment  in  that  class  of  securities?  A. 
Exactly. 

Q.  Now,  what  class  of  securities  have  you  invested  in  apart 
from  mortgages  upon  real  estate?  A.  Oh,  what  we  considered 
first  class  railroad  bonds. 

Q.  Bonds — railroad  bonds  ?    A.  Mostly,  yes. 

Q.  What  proportion  of  your  thirty-five  millions  of  assets  is 
invested  in  railroad  bonds — have  you  got  anything  there  which 
would  help  you?  A.  Yes,  I  have.  Mr.  Hughes,  as  between  the 
different  kinds  of  securities,  I  would  say  that  while  investments 
in  real  estate  and  bond  mortgage  are  very  stable  and  while  our 
experience  has  been  very  fortunate  comparatively,  still  we  have 
a  small  loss ;  while  on  the  other  hand  in  our  negotiable  securities 
we  have  a  great  gain  through  our  whole  history. 

Q.  That  being  the  case,  why  do  you  invest  a  large  proportion 
in  real  estate  ?  A.  There  is  no  chance  for  a  gain  in  advancement 
on  bond  and  mortgage. 

Q.  Why  do  you  invest  so  largely  in  bond  and  mortgage?  A. 
Stability.  There  is  a  risk  of  loss  in  the  other  which  we  have 
not  experienced. 

Q.  While  there  is  no  chance  for  gain,  a  risk  of  loss  is  greatly 
diminished?    A.  Yes. 

Q.  And  in  an  insurance  company  it  is  not  necessary  to  have 
a  very  large  amount  of  your  assets  upon  call?  A.  Well,  to-day, 
yes.    We  are  all  doing  what  we  ought  not  to,  Mr.  Hughes. 
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Q.  What  is  that?  A.  That  is  an  individual  opinion.  We  are 
giving  the  right  to  every  policyholder  of  to-day  to  call  upon  us 
at  any  time  for  almost  the  value  of  his  policy  as  a  loan.  Under 
those  circumstances  we  must  have  quick  assets.  You  under- 
stand that  was  never  necessary  ten  years  ago. 

Q.  You  think  that  policy  of  encouraging  policyholders  to  take 
loans  should  be  abandoned  ?  A.  No,  I  do  not  say  that ;  but 
where  every  policyholder  in  case  of  panic  can  come  down  to  us 
and  demand  a  loan  for  the  amount  of  his  reserve  on  the  policy, 
we  have  got  to  be  prepared  to  do  something. 

Q.  You  have  been  for  forty  years  connected  with  the  com- 
pany. Is  there  any  doubt  whatever  about  the  advantage  of  the 
stability  of  investments  in  mortgages  upon  real  estate  ?  A.  We 
could  not  meet  these  supposed  demands  on  us  in  a  case  of  a 
panic  if  we  had  investments  on  bond  and  mortgage  only. 

Q.  I  mean  in  a  large  percentage  of  your  assets  being  invested 
in  that  form — is  there  any  doubt  of  the  advantage  of  it  in  the 
standpoint  of  stability?  A.  No,  none  whatever,  in  stability, 
surely. 

Q.  You  have  spoken  of  the  risk  of  loss  in  connection  with 
securities.  When  is  that  risk  most  manifest — in  times  when 
conditions  are  unsettled — panicky?  A.  Well,  Mr.  Hughes,  of 
course  that  does  not  affect  the  life  insurance  companies  so  much 
because  we  under  no  circumstances  being  properly  administered 
can  be  compelled  to  sell  in  a  panic. 

Q.  There  is  a  risk  of  loss  in  connection  with  investment  in 
securities?    A.  Oh,  surely. 

Q.  As  compared  with  real  estate?  A.  Oh,  certainly  we  have 
had  losses,  but  our  gains  much  more  than  over-balance  them. 

Q.  And  that  risk  is  much  more  apparent  in  troublous  times 
than  in  other  times?    A.  Surely. 

Q.  So  that  the  best  safeguard  against  a  great  fluctuation  in 
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your  assets  is  to  have  a  considerable  amount  invested  upon  bond 
and  mortgage  upon  real  estate?    A.  Yes. 

Q.  Now  will  you  tell  me  please  what  the  amount  of  your  in- 
vestments in  railroad  bonds  is  at  the  present  time?  A.  About 
five  millions  of  dollars. 

Q.  About  five  hiillions  of  dollars?    A.  Yes.- 

Q.  What  is  the  amount  yoii  have  invested  in  securities  all 
told?    A.  $10,000,000. 

,Q.  Ten  millions  of  dollars?    A.  Yes. 

Q.  Do  you  invest  in  stocks?    A.  We  do  not. 

Q.  Have  you  ever  invested  in  stocks?  A.  Oh;  we  held  one 
little  item  some  years-  ago.  We  bought;  I  think,  some  fifty 
shares  of  bank  stock  and  concluded  afterward  to  clean  it  out. 

Q.  Why  did  you  cdncliide  to  clean  out  the  bank  stock?  A. 
Because  the  German  go'verhmeiit  did  hot  allow  us  to  Carry 
stocks;  that  is  about  it. 

Q.  But  ap'art  from  bank  stock' you  had  not  invested  in  stocks 
when  you  were  free  to  do  so?  A.  Kfo,  never  invested.  We  once 
got  some  city  railroad  stock  in  satisfaction  of  a  debt  which  we 
sold  at  a  handsome  profit. 

Q.  So  that  you  have  $16,000,060  in  Securities  and  about  eigh- 
teen or' nineteen  ihilliohs  in  mbrfgages  Upon  real  estate;  arid 
what  are  the  rest  of  your  irivestinents  ?    A.  Real  estate  itself; 

Q.  What  real  estate  do  you  own?  A.  More  than  I  would 
like  to,  Mr.  Hughes,  although  it  has  decreased  very  mUch 
of  late.    Our  total  holding  of  real  estate  is  $3,iii;o69.37. 

Q.  Where  is  that  real  estate  situated?  A.  Our  home  office 
building  here. 

Q.  What  is  the  book  value  of  your  home  office  building?  A. 
$507,731- 

Q.  What  did  it  cost?  A.  It  cost  $462,500.  I  have  declined 
an  offer  of  $1,350,000,  Mr.  Hughes;  as  an  instance  of  investment. 
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Q.  What  are  your  other  real  estate  holdings?  A.  St.  Paul, 
Minnesota,  we  have  a  building  there. 

Q.  Office  building?    A.  Yes,  sir. 

Q.  What  did  it  cost?  A.  The  cost  I  haven't  here.  It  cost 
something  more  than  that — ^we  hold  it  at  $700,000. 

Q.  You  mark  it  down  a  little?  A.  Yes,  I  think  it  cost  about 
$800,000. 

Q.  Go  on.  A.  In  Berlin,  Germany,  we  have  a  building  which 
cost  us  $291,947,  bought  two  years  ago  in  place  of  one  we  sold 
then  at  a  profit  of  $300,000.  And  in  Vienna,  Austria,  we  have 
a  building  which  cost  us  $180,799.87.  Then  we  have  our  fore- 
closed real  estate  almost  entirely  in  this  city,  which  I  have  given 
special  attention  to  reducing  the  aimount  of  the  last  few  years; 
At  the  end  of  1901  it  amounted  to  $1,337,481 ;  at  the  end  of  1902, 
$1,125,090;  1903,  $981,480,  and  1904,  $861,744,  showing  that 
v/e  have  sold  about  half  a  million  dollars  of  foreclosed  real  estate 
in  these  four  years,  about  40  per  cent,  of  the  total  holdings.  That 
comprises  all  the  real  estate. 

Q.  How  many  purchases  of  securities  have  you  iiiade  this  year 
in  this  country?    A.  Four,  I  am^orry  to  say. 

Q.  What  are  they?  A.  They  are  $100,000— dh,  no,  I  beg  par- 
don, no,  only  two;  March  27 — — 

Q.  Amounting  to  how  much?  A.  One  for  $50,000  and,  one 
$100,000. 

Q.  How  much  did  you  make  in  1904  in  this  country?  A. 
$200,000. 

Q.  How  many?    A.  Two  investments  of  $100,000  each. 

Q.  Then  you  make  very  few  investments  from  time  to  time? 
A.  Yes;  with  the  market  as  it  is  now. 

Q.  How  much  of  your  business  do  you  do  in  Germany?  A. 
One-third. 

Q.  Do  you  do  business  in  any  other  foreign  country?  A. 
When  I  speak  of  Germany  I  mean  all  Europe. 
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O.  Yoitr  headquarters  are  in  Berlin?    A.  In  Berlin. 

Q.  Have  you  ever  had  any  trouble  with  the  German  govern- 
ment? A.  No,  on  the  contrary  they  are  very  courteous  and 
obliging. 

Q.  Has  your  business  in  Germany  been  profitable?  A.  It 
has  in  every  respect,  better  than  any  business  in  this  country, 
costs  less  and  stays  better. 

Q.  Why  is  that?  A.  Well,  they  have  not  been  entirely  edu- 
cated up  to  our  wild  methods  of  doing  business  here. 

Q.  What  are  our  wild  methods  of  doing  business?  A.  Oh, 
paying  too  much  for  it,  Mr.  Hughes. 

Q.  Just  explain  that  a  little.  We  should  be  very  glad  to  have 
the  benefit  of  your  views  upon  that  point.  A.  Well,  we  went  to 
Germany  in  1868 

Q.  Just  compare,  if  you  will,  for  our  illumination  the  methods 
you  employ  in  Germany  and  the  methods  you  employ  in  New 
York  City?  A.  Well,  the  methods  are  not  unlike,  but  the  fig- 
ures are  very  different.  For  instance,  commissions  over  there 
are  not  graded  on  the  percentage  of  the  premium,  but  a  smaller 
percentage  of  the  amount  insured. 

Q.  So  much  per  thousand?  A.  Yes.  My  actuary  would 
know  that  better. 

Q.  So  much  per  thousand?    A.  Yes. 

Q.  Well,  reducing  them  to  amounts  how  do  they  compare 
with  the  commissions  paid  here?  A.  I  want  to  look  that  up, 
Mr.  Hughes.     It  is  less,  but  growing  constantly. 

O.  To  what  extent  is  rebating  prevalent  over  there?  A.  I 
don't  think  it  is  known  at  all. 
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Q.  Not  known  at  all?    A.  I  don't  think  so. 

Q.  It  has  not  been  carried  over  there,  or  what  is  the  ex- 
planation of  it  ?    A.  I  think  it  has  not  been  carried  over  there. 

Q.  Is  that  indigenous A.  To  this  country. 

Q.  To  this  country?    A.  Yes,  I  think  so. 

Q.  What  is  the  explanation  of  the  growth  of  that  evil  in  this 
country?    A.  The  desire  to  be  at  the  head  of  the  heap. 

Q.  Desire  to  be  big?    A.  Yes. 

Q.  Get  business  on  any  terms?  A.  I  don't  think  it  was  ever 
as  prevalent,  Mr.  Hughes,  as  it  is  to-day. 

Q.  Why  can't  it  be  stopped  by  a  company  that  desires  to  stop 
it?    A.  I  don't  see  how. 

Q.  You  mean  they  pay  so  much  the  agents  can  afford  to  do 
it?  A.  Agents  have  got  to  do  it  in  competition  with  agents  of 
the  other  concerns. 

Q.  He  has  got  a  commission  out  of  which  he  can  do  it?  A. 
Yes;  the  other  fellow  can  get  a  bigger  one  probably. 

Q.  What  do  you  insist  on  a  return  to  the  company  of  in 
amount  when  the  agent  writes  a  policy — the  net  premium  only? 
A.  He  makes  his  monthly  report,  deducting  his  commissions 
and  remitting  the  balance. 

Q.  So  that  he  does  not  have  to  account  to  the  company  for 
anything  more  than  what  remains  of  the  premium  after  deduct- 
ing his  commissions?    A.  That  is  it. 

Q.  And  you  have  no  control  over  his  use  of  that  part  of  the 
premium  which  he  deducts,  have  you?      A.  No,  none  whatever. 

Q.  To  what  extent  do  you  receive  premium  notes  in  payment 
of  premiums?    A.  Not  at  all. 
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Q.  Not  at  all?    A.  Never. 

Q.  Why  has  not  the  competition  forced  you  to  take  premium 
notes?     A.  Well,  because  they  are  too  risky. 

Q.  Because  you  won't  take  them?    A.  That  is  it. 

Q.  Then  you  in  making  an  agent  account  do  not  accept  from 
him  the  policyholder's  notes?    A.  Never  in  any  case: 

Q.  He  has  to  pay  over  the  cash  amount  of  the  premium  after 
deducting  his  commissions  ?    A.  That  is  it: 

Q.  And  it  is  his  own  lookout  if  he  takes  a  note?    A.  Certainly. 

Q.  Is  that  the  practice  generally  with  American  companies? 
A.  I  have  no  knowledge,  Mr.  Hughes. 

Q.  Now,  what  is  the  rate  per  thousand  paid  in  Germany  ?  A. 
Perhaps  our  actuary  might 

O.  Fifteen  dollars  per  thousand;  what  is  the  average  premium 
per  thousand  of  your  company  in  New  York?  A.  About  $40 
I  would  say. 

Q.  And  what  are  your  rates  of  commission?     A.  Here? 

Q.  Yes.    A.  Our  scale  runs  up  to  about  65. 

Q.  Sixty-five  on  the  first  year's  business?     A.  Yes. 

Q.  Do  you  commute  the  renewal  commissions?  A.  No,  not 
commute  them. 

Q.  I  mean  will  you  pay  an  agent  in  the  first  year  in  the  way 
of  advances  what  you  understand  his  renewals  amount  to?  A. 
No,  we  either  pay  him  65  with  the  renewal  or  a  brokerage, 
which  would  amount  perhaps  to  15  more.  Of  course  the  65  I 
am  mentioning  is  the  highest  figure  on  ordinary  life.  It  varies 
according  to  the  kind  of  policy;  down  to  lo-year  endowment  it 
would  be  about  35  or  40. 
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Q.  You  pay  a  brokerage  commission  if  men  were  willing  to 
put  in  the  business  on  a  brokerage  basis?    A.  Yes. 

Q.  And  that  would  be  what,  your  highest  rate  ?  A.  75  or  80. 
I  think  so.  It  is  always  graded.  The  figure  I  mentioned  is  the 
highest  possible  figure. 

Q.  In  Germany  do  they  pay  a  renewal  commission  ?  A.  Yes. 

Q.  In  addition  to  the  $15  per  thousand?    A.  Yes.  . 

Q.  What  are  the  renewal  commissions?    A.  Four  per  cent. 

Q.  For  how  long?    A.  During  the  life  of  the  policy. 

Q.  Four  per  cent  of  the  premiums?    A.  Of  the  premiums. 

Q.  Do  the  agents  collect  the  renewal  premiums?    A.  Yes. 

Q.  They  collect  them  themselves?    A.  Yes. 

Q.  They  are  not  paid  direct  to  the  company  ?  A.  Oh,  no ;  they 
collect  them. 

Q.  That  is  a  sort  of  collection  fee  of  four  per  cent.  ?    A.  Yes. 

Q.  Of  the  premiums?     A.  Of  the  premiums,  yes. 

Q.  Is  the  average  premium  in  Germany  $40  a  thousand  or  what 
would  correspond  to  that?  A.  I  don't  know  whether  there  is 
any  difference 

Q.  One  hundred  and  sixty  marks?  A.  Our  premiums  are  a 
little  higher  in  Germany. 

Q.  What  are  they  in  marks?  A.  Well,  24  cents  to  a  mark — 
how  do  you  think  they  compare — is  that  so  Mr.  Fuhrer? 

Q.  You  may  adopt  his  answer,  Mr.  Doremus.     A.  About  $44 
per  thousand — a.  little  higher  than  here. 
Q.  About  $44  per  thousand  ?    A.  Yes. 

Q.  Then  it  is  35  per  cent,  practically  that  you  pay  in  Germany 
on  the  first  year's  premium  as  against  75  to  80  per  cent,  here  on  a 
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brokerage  basis?  A.  You  are  taking  the  commission  there  with 
the  renewal  and  here  you  are  taking  the  brokerage. 

Q.  The  fair  way  would  be  to  compare  35  and  65  ?     A.  Yes. 

Q.  Thirty-five  and  four  per  cent,  with  sixty-five  and  seven  and 
one-half  per  cent.  ?     A.  About  that. 

Q.  Now,  in  what  other  respect  do  the  operations  in  Germany 
differ  from  those  here?  A.  The  business  is  much  more  stable; 
they  do  not  drop  their  policies. 

Q.  Is  that  a  matter  of  temperament  or  due  to  the  absence  of 
competition?     A.  Oh,  temperament,  I  think. 

Q.  Is  the  competition  pretty  keen  abroad?     A.  I  think  so,  yes. 

Q.  But  they  are  more  inclined  to  retain  what  they  have  once 
taken?     A.  Exactly. 

Q.  Than  to  change?     A.  Yes,  yes. 

Q.  Do  you  give  surrender  values  in  Germany?     A.  Oh,  yes. 

Q.  Is  there  as  much  of  a  temptation  to  a  policyholder  to  sur- 
render his  policy  and  get  the  surrender  value  in  cash  and  go  into 
some  other  company,  as  there  is  in  New  York?  A.  Quite  as 
much,  I  think. 

Q.  So  it  all  comes  down  to  a  matter  of  temperament  in  that 
respect?     A.  I  think  so,  yes. 

Q.  In  what  other  respect  is  there  a  difference?  A.  Well,  on 
the  whole  mortality  is  better. 

Q.  Mortality  is  better  in  Germany  than  in  the  United  States 
amongst  selected  risks?  A.  I  am  sure  that  has  been  our  experi- 
ence. 

Q.  Have  you  data  which  will  show  that?  A.  That  is  our 
experience. 
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Q.  To  what  extent  is  the  mortality  better  abroad  than  here? 
A.  Well,  it  is  becoming  about  even  now,  Mr.  Hughes ;  but  from 
the  time  we  established  our  Berlin  agency  in  1868  up  to  the  pres- 
ent time  our  experience  there  has  been  better  than  ours  here. 

Q.  You  employ  the  same  methods  in  the  selection  of  risks  there  ? 
A.  Oh,  yes. 

Q.  As  to  examination  and  so  forth?  A.  Altogether  the  same, 
yes. 

Q.  Now,  do  you  really  think  that  the  mortality  is  in  itself  better 
over  there  than  it  is  here  or  is  it  because  the  crowding  to  get  busi- 
ness in  this  country  results  in  a  poorer  selection  of  risks?  A.  No, 
I  do  not  think  that,  but  I  think  that  we  get  better  medical  service 
in  Germany  than  we  do  here  in  making  examinations. 

Q.  Better  medical  service  in  examination?  A.  Considering  the 
country. 

Q.  How  many  States  do  you  do  business  in?  A.  Oh,  in  ail- 
practically  in  all. 

Q.  What  proportion  of  your  business  is  in  the  State  of  New 
York?     A.  Eighty  per  cent.,  possibly — new  business  you  mean? 

Q.  No,  total  business,  taking  it  at  the  end  of  1904,  you  had 
about  eight  million  dollars?     A.  Yes,  sir — New  York — yes. 

Q.  Out  of  a  total  of  $104,000,000?    A.  Yes,  sir. 

Q.  When  did  you  begin  to  write  industrial  insurance?  A.  I 
have  to  look  this  way  for  an  answer,  Mr.  Hughes.  I  would  say 
about  twenty-five  years  ago. 

Q.  What  led  you  to  adopt  that  method  of  insurance?  A.  Mr. 
Hegeman  and  Mr.  Dryden  had  just  gone  into  it,  and  it  seemed  at- 
tractive, as  it  is  an  excellent  business  if  the  whole  force  of  such 
staffs  as  Mr.  Hegeman  and  Mr.  Dryden  have  been  given  to  it. 
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Q.  Has  it  proved  profitable  to  your  company?  A.  We  have 
not  losit  anything,  but  as  a  side  issue  it  cannot  be  worked. 

Q.  Have  you  a  table  of  rates  of  your  industrial  business?  A. 
We  have  not,  we  have  not  done  any  business  in  twenty  years. 

Q.  No  industrial  business?    A.  No. 

Q.  Then  these  policies  you  have?  A.  Are  simply  the  hold- 
overs— some  remaining  in  force  of  the  old. 

Q.  Of  the  old  business?    A.  That  is  all. 

Q.  Do  you  make  loans  upon  collateral  frequently?  A.  Very 
rarely. 

Q.  Have  you  made  any  since  1896?     A.  Only  one,  I  think. 

Q.  What  is  the  reason  for  not  making  them?  A.  Oh,  they 
are  not  attractive  in  any  way  as  an  investment.  In  the  first  place 
it  is  only  a  temporary  thing. 

Q.  Do  you  object  to  making  temporary  investments?  A.  Yes, 
as  a  rule. 

Q.  Why?  A.  Oh,  take  these  loans  for  instance,  the  rate  is 
rarely  more  than  you  can  get  in  a  bank  from  a  trust  company,  and 
a  great  deal  of  troulDle  is  connected  with  them,  changes  of  se- 
curities daily,  perhaps  hourly,  having  to  be  riinriirig  to  the  safe 
deposit  company  to  get  your  securities,  and  it  don't  pay. 

Q.  This  is  a  complete  list  of  all  your — is  this  a  complete  Ust 
of  all  your  purchases  in  the  United  States  of  securities  since  1895? 
A.  it  is. 

(Paper  marked  Exhibit  811  for  identification.) 

Q.  And  this  is  a  complete  list  of  your  purchases  in  Germany 
for  the  last  ten  years?    A.  It  is. 
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(Paper  marked  Exhibit  812  for  identification.) 

Q.  This  is  a  complete  list  of  the  bonds  sold?  A.  It  is,  in  the 
United  States. 

(Paper  marked  Exhibit  813  for  identification.) 

Q.  This  is  a  complete  list  of  the  bonds  sold  abroad  ?    A.  It  is. 

(Paper  marked  Exhibit  814  for  identification.) 

MR.  HUGHES :  Mr.  Doremus,  will  you  withdraw  for  a  mo- 
ment. 

E.  CLIFFORD  POTTER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES : 

Q.  Mr.  Potter,  you  reside  in  the  City  of  New  York?'  A;  Yesj 
sir. 

Q.  What  is  your  business?    A.  Real  Estate. 

Q.  Did  you  receive  from  the  Germania  Life  Insurance  Com- 
pany in  1904  a  contribution  towards  expenses  in  connection  with 
lien  legislation?    A.  I  received  a  check  for  legal  fees. 

Q.  $250?  A.  I  don't  remember  the  exact  amount.  It  might 
have  been  $250. 
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Q.  Were  there  others  who  contributed  for  the  same  purpose? 
A.  Yes^  sir. 

Q.  What  amount  did  you  collect  altogether  ?  A.  I  think  about 
$2,000 — $2,500  at  the  outside. 

Q.  For  what  purpose  was  it  expended?    A.  For  legal  fees. 

Q.  And  who  was  the  attorney  who  represented  you?  A.  ^VTr. 
Buckley. 

Q.  Mr.  William  H.  Buckley?    A.  Yes,  William  H.  Buckley. 

Q.  For  what  purpose  did  he  represent  you?  A.  He  was  sim- 
ply my  attorney  to  try  and  prevent  a  bill  being  passed  up  there, 
and  looking  after  my  interests. 

Q.  What  did  he  do  to  represent  you  ?  A.  I  was  not  in  Albany 
at  the  time.  I  don't  know.  He  was  simply  my  attorney  up  there. 
There  were  a  number  of  representatives. 

Q.  Did  he  appear  before  any  committee?  A.  I  imagine  that 
he  did. 

Q.  Do  you  really  think  that  he  did?  A.  I  had  every  reason 
to  suppose  so. 

Q.  Did  he  tell  you  he  did?  A.  No,  he  did  not  tell  me  he  did 
or  did  not. 

Q.  Did  he  tell  you  that  there  was  any  opposition  to  that  bill? 
A.  No,  but  I  knew  it  from  other  sources. 

Q.  What  opposition  did  you  understand  there  was  to  that  bill? 
A.  I  understood  that  Jordan  L.  Mott  was  trying  to  put  the  bill 
through. 

Q.  Jordan  L.  Mott  was  trying  to  put  it  through?    A.  Yes. 

Q.  And  you  were  opposing  it?  A.  I  refer  to  another  bill  he 
was  trying  to  put  through. 
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Q.  What  bill  was  Jordan  L.  Mott  trying  to  get  through  accord- 
ing to  your  information?  A.  He  was  trying  to  put  through  a 
bill  where  it  was  not  necessary  to  put  a  chattel  mortgage  on  rec- 
ord— if  you  will  allow  me  to  explain. 

Q.  Certainly — explain  the  whole  matter.  A.  We  make  a  great 
many  building  loans,  and  it  has  been  the  custom  of  Jordan  L. 
Mott  and  several  of  those  big  concerns  to  sell  materials  to  those 
builders  and  keep  a  bill  of  sale  and  chattel  mortgage  without  put- 
ting it  on  record,  and  the  builder  would  come  to  us  and  say  all 
the  plumbing  fixtures  were  in — "I  want  so  much  money."  We 
would  give  them  the  money,  and  six  months  afterwards  a  man 
would  come  down  and  say:  "If  you  don't  give  me  so  much  I 
will  take  out  my  bath  tubs  and  all  your  plumbing."  I  would 
say :  "We  have  paid  the  builders  money  for  all  this."  He  would 
say:  "I  can't  help  it.  Here  is  the  bill  of  sale,  you  have  to  pay 
for  it  over  again  or  out  goes  the  stuff."  A  number  of  these  ma- 
terial men  were  opposed — what  I  wanted  to  do  was  to  have  a 
bill  introduced  that  would  simply  compel  the  men  that  had  liens 
on  personal  property  in  buildings  to  put  their  liens  on  record  so 
that  we  would  know  it,  and  demand  a  release  from  them  before 
we  paid  the  builders  their  money. 

Q.  Whom  did  you  approach  with  reference  to  having  such  a 
bill  introduced?  A.  Well,  my  impression  is  that  Simpson  and 
Warner  drew  up  one  bill,  and  I  submitted  it  to  several  of  the  title 
companies  for  their  approval. 

Q.  This  was  in  1904 — the  session  of  1904?     A.  I  think  1904. 

Q.  And  was  not  there  a  bill  introduced?  A.  There  was  a  bill 
introduced. 
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Q.  Was  it  passed?    A.  It  was., 

Q.  Who  introduced  it?    A.  That  I  dpn't  know. 

Q.  In  either  house  do  you  know?  A.  I  have  not  the  sHghtest 
idea. 

Q.  How  did  you  get  into  communication  with  Buckley?  A.  I 
have  known  him  a  good  many  years. 

BY  THE  CHAIRMAN : 

Q.  Whom  did  you  give  the  bill  to  for  introduction?  A.  I  am 
not  even  familiar  with  tliat. 

BY  MR.  HUGHES': 

Q.  Did  you  give,  it  to  any  one?  A-  I  could  not  say;  it  was 
seyeraj  years  ago. 

Q.  No,  it  was  only  last  year.  A.  Year  before  last  I  thought 
it  was. 

Q.  1904.    A.  I  think  jt  was  before  that. 

Q.  Was  it  introduced  two  or  three  years  in  succession?  A.  I 
think  it  was  introduced  for  two  years — I  am  very  sure. 

Q.  Now,  we  are  dealing  with  the  time  when  it  was  introduced 
and  passed — ^that  was  1904,  wasn't  it,  last  year?  A.  I  did  not 
think  so;  I  thought  it  was  further  back  than  that.  I  may  be 
mistaken. 

Q.  We  have  a  statement  here  from  the  Germania  of  having  paid 
you  two  hundred  and  fifty  dollars  in  1904?     A.  I  think  it  was 
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1903.     I  may  be  mistaken,  but  whatever  the  date  it  was  it  was  to 
the  same  effect. 

Q.  What  led  you  to  communicate  with  Buckley?    A.  He  was 
the  only  attorney  I  knew  in  Albany. 

Q.  Hadn't  you  attorneys  in  New  York?    A.  I  had. 
Q.  And  weren't  they  competent  to  make  any  argument  that 
related  to  that  matter  ?    A.  They  were,  but  I  thought  it  would  cost 
me  a  great  deal  more  money,  trips  up  to  Albany  all  the  time,  than 
to  have  a  local  man  attend  to  it. 

Q.  How  many  insurance  companies  contributed  to  the  fund? 
A.  The  Germania  was  the  only  one. 

Q.  How  did  it  happen  that  the  Germania  alone  contributed? 
A.  I  wanted  to  raise,  I  think  it  was  two  thousand  dollars,  and  I 
went  to  both  the  title  companies  that  were  very  much  interested  in 
it ;  I  saw '  Mr.  Kelsey,  and  he  said  that  he  would  not  put  up  a 
dollar,  and  I  saw  Mr.  Bright,  and  he  said  he  would  not  put  up  a 
dollar ;  I  raised  two  thousand  dollars — twenty-five  hundred  at  the 
outside,  and  principally  my  own  money,  to  defray  the  expenses — 
the  legal  expenses  of  this  bill. 

Q.  You  have  known  Buckley  for  twenty  years  ?    A.  No,  sir. 
Q.  How  long?   A.  I  think  I  have  known  him  ten  years. 
Q.  He  has  represented  you  in  Albany  before  in  real  estate 
matters?    A.  That  is  the  only  case  I  ever  had.    I  knew  him  so- 
cially, only. 

Q.  Did  you  pay  him  $2,000?    A.  I  think  it  was  in  the  neigh- 
borhood of  $2,COO. 

Q.  Was  that  by  cash  or  check?    A.  I  think  it  was  a  check.    I 
will  look  it  up. 
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Q.  When  did  you  pay  it  to  him — after  the  bill  was  passed  or 
before?  A.  My  impression  is  it  was  during  the  time  when  I 
engaged  him,  as  a  retainer.  I  can  get  the  check  and  look  it  up 
and  find  out  for  you. 

Q.  Did  he  report  to  you  what  had  been  done  about  it?  A. 
The  first  I  knew  I  read  in  the  paper  that  the  bill  had  been  passed. 

Q.  Did  anyone  suggest  to  you  that  you  should  go  and  see 
him  about  it  ?    A.  Absolutely. 

Q.  Did  you  know  what  he  was  engaged  in  doing  at  Albany? 
A.  I  imagined  he  was  an  attorney  up  there. 

Q.  Connected  with  matters  of  legislation  ?  A.  Not  any  more 
than  a  regular  attorney  at  Albany.  That  is  the  only  business  I 
ever  had  with  him ;  I  have  known  him  fairly  intimately  for  fif- 
teen— ten  years  I  think. 

Q.  You  understood  there  was  opposition  to  that  bill?  A.  I 
knew  there  was  opposition ;  I  did  not  hear  it  from  him.  I  heard 
it  from  Mr.  Mott's  attorney,  who  came  down  and  told  me  the 
bill  could  not  be  passed. 

Q.  In  what  House?    A.  That  I  don't  know. 

BY  THE  CHAIRMAN : 

Q.  Who  was  the  attorney  for  Mr.  Mott  who  came  and  told 
you  that?  A.  I  don't  know  his  name,  but  I  can  let  you  know 
in  an  hour  by  going  to  my  office  ? 

Q.  I  wish  you  would. 
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BY  MR.  HUGHES: 

Q.  Is  there  any  question  but  what  that  was  a  piece  of  legisla- 
tion that  went  right  through  on  its  merits  and  did  not  require 
any  money  at  all?  A.  Absolutely  on  its  merits  and  nothing  at 
all 

Q.  Then  why  did  you  put  up  $2,000?  A.  The  first  place,  I 
thought  $2,000  was  not  a  very  big  fee  to  have  a  lawyer  take  care 
of  the  case  for  me. 

Q.  To  take  care  of  a  case  that  did  not  need  any  attention  and 
was  going  through  on  its  merits?  A.  There  are  a  great  many 
cases  that  don't  go  through  on  their  merits  that  should  go 
through  on  their  merits. 

Q.  You  had  not  heard  of  any  opposition  in  this  case  of  that 
kind?    A.  Not  anything  particular;  no,  sir. 

Q.  When  you  talked  to  Mr.  Buckley — did  he  suggest  he 
wanted  $2,000?  A.  No,  sir;  he  told  me — said  "I  will  see  what  I 
can  do ;  I  am  very  busy."  I  said  it  was  a  matter  that  interested 
me  very  much  and  meant  thousands  of  dollars  to  me  if  these  men 
could  go  and  pull  all  my  plumbing  out.  If  he  had  charged 
$10,000  I  would  have  paid  it. 

Q.  Here  was  a  perfectly  good  piece  of  legislation,  ought  to 
go  on  the  books,  and  according  to  our  information  did  go  upon 
the  statute  books  without  any  opposition  at  all.  The  point  is, 
why  you  should  have  to  pay  $2,000  for  any  legal  services?  A. 
I  think  it  is  customary  to  have  a  lawyer  represent  you,  without 
you  go  to  Albany  yourself. 

Q.  Whether  you  need  him  or  not?    A.  I  think  it  good  policy. 

Q.  If  you  can  get  us  any  additional  information  about  it,  Mr. 
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Potter,  we  should  be  glad  to  have  you  do  so.  A.  Tell  me  any- 
thing you  want  to  know  and  I  will  try  to  find  out.  I  will  find 
out  Mr.  Mott's  attorney  that  came  to  me. 

Q.  Find  out  if  you  will  just  what  you  did  pay?    A.  I  will,  sir. 

Q.  And  when  you  paid  it?  A.  It  was  in  the  neighborhood  of 
$2,000. 

Q.  And  if  you  find  on  your  files  anything  which  shows  there 
may  be  a  mistake  on  our  part  as  to  the  condition  of  affairs  there 
as  to  whether  there  was  opposition  or  not,  we  should  be  glad  to 
have  that.  Our  impression  is  it  was  a  matter  that  did  not  require 
the  expenditure.  A.  My  experience  was — I  know  we  tried  to 
get  the  bill  through  for  three  years  and  did  not  get  it  through. 
That  was  enough  information  for  me  there  was  an  opposition. 
This  was  the  third  crack. 

BY  THE  CHAIRMAN : 

Q.  We  would  like  the  names  of  any  other  persons  who  came 
to  you  and  told  you  there  was  opposition  to  the  bill?  A.  Mr. 
Chairman,  the  ooily  thing  I  knew  was  that  it  didn'  go  through. 

Q.  There  might  have  been  opposition  to  it  outside  of  the  Leg- 
islature ?  A.  It  is  possible  it  was  outside  of  the  Legislature.  It 
did  not  go  through  for  three  years. 

Q.  It  is  quite  possible  that  you  might  have  been  buncoed  in 
other  respects  ?  A.  It  was  a  pretty  light  bunco,  $2,000  to  get  a 
very  important  bill  through. 

BY  MR.  HUGHES : 

Q.  You  would  have  paid  ten  thousand  dollars  if  you  had  been 

5532 


Testimony  of  E.  Clifford  Potter 

asked  for  it?  A.  I  would  have,  very  readily,  and  any  real  estate 
man  in  New  York  would  if  he  had  any  large  interests. 

Q.  Were  you  at  all  concerned  at  the  time  of  the  passage  of 
the  Mortgage  Tax  Bill  last  year?    A.  Very  much  so. 

Q.  Did  you  attend  a  meeting  at  Mr.  Ely's  office  at  which  sug- 
gestions were  made  that  a  fund  should  be  raised  to  fight  the  bill  ? 
A.  I  was  at  that  particular  meeting,  I  was  at  several  meetings, 
and  never  heard  of  any  suggestions  except  to  employ  an  attor- 
ney. 

Q.  Well,  I  mean  did  you  know  how  much  was  raised  for  that 
purpose?    A.  Oh,  I  imagine  a  couple  of  thousand  dollars. 

Q.  Was  it  not  twenty  thousand  or  twenty-five  thousand?  A. 
No,  sir. 

Q.  What?    A.  I  do  not  think  it  was  any  amount  like  that. 

Q.  What  information  have  you  as  to  the  amount?  A.  Well, 
I  am  not  on  the  Committee,  so  I  don't  know,  sir. 

Q.  Do  you  know  who  was  on  the  Committee — do  you  know 
who  were  on  the  Committee  ?  A.  All  the  prominent  real  estate 
men  of  New  York.  I  could  give  you  the  list.  It  is  published. 
I  suppose  five  thousand. 

Q.  Who  had  the  handling  of  the  funds,  and  took  care  of  the 
matter  of  the  getting  in  of  the  subscriptions  from  insurance 
companies  and  others  ?  A.  I  don't  know.  I  gave  a  check  to  Mr. 
Ely ;  eight  or  ten  of  them  were  in  it ;  as  I  understood  it,  every 
dollar  in  that  particular  case  was  used  for  hiring  halls  here  and 
causing  some  agitation  and  advertising.  For  several  men  there 
said  they  would  not  pay — including  Mr.  Sands,  of  Bowers  & 
Sands — said  he  would  not  put  up  a  single  dollar  for  any  kind 
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of  a  bribe  or  anything  of  that  kind  in  Albany.  He  says,  "We 
are  going  to  run  this  on  the  merits,  hire  halls,  and  advertising  it 
all  over  the  city."  And  they  sent  out  thousands  of  circulars 
against  the  bill,  which  was  the  most  outrageous  thing  that  ever 
happened. 

Q.  In  this  lien  matter  of  the  year  before,  did  you  have  a  num- 
ber of  contributors  to  the  two  thousand  dollars;  was  it  pretty 
well  distributed?  A.  I  think  there  were  only  two  or  three  or 
four.  There  was  not  a  single  institution  that  put  up  a  dollar. 
I  thought  that  they  ought  to,  but  they  did  not,  and  I  paid  the 
difference  myself,  because  they  were  all  absolutely  interested  in 
the  building  loan  business. 

BY  THE  CHAIRMAN : 

Q.  When  you  say  there  was  not  a  single  institution A. 

Outside — that  came  through  Mr.  Mordecai,  so  you  will  pardon 
my  making  that  statement.  Mr.  Mordecai  gave  five  hundred 
dollars,  and  two  hundred  and  fifty  dollars  came  from  the  Ger- 
mania  Life,  but  I  received  Mr.  Mordecai's  check. 

BY  MR.  HUGHES: 

Q.  If  you  will  look  up  your  data  on  the  subject,  and  if  you 
can  find  anything  in  regard  to  the  status  of  the  bill  or  any  cor- 
respondence bearing  on  it,  and  the  exact  amount  you  paid,  I 
would  be  glad  to  have  it  ?  A.  I  think  it  was  $2,000 ;  it  was  within 
one  hundred  dollars  of  it,  one  way  or  the  other. 
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THE  CHAIRMAN :  The  check  will  be  good  evidence. 

THE  WITNESS :  Yes,  sir;  I  can  get  that. 

MR.  HUGHES:  You  can  get  the  check  book  or  the  check 
itself. 

BY  THE  CHAIRMAN : 

Q.  I  wish  you  would,  if  you  will,  bring  Mr.  Hughes  the  names 
of  any  persons  who  handled  funds  for  the  live  real  estate  inter- 
ests on  the  Mortgage  Tax  Bill  ?  A.  I  can  do  that.  If  I  will  find 
out  who  the  treasurer  was,  that  will  settle  that. 

THE  CHAIRMAN :  The  Committee  will  now  take  a  recess 
until  2 :30  o'clock  sharp  this  afternoon. 
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AFTER  RECESS. 
E.  C.  POTTER,  resumed. 
BY  MR.  HUGHES: 


Q.  Have  you  looked  up  the  matter  of  the  Lien  Bill  of  1904, 
so  you  can  tell  us  whether  that  was  the  year  in  which  it  was 
passed,  and  you  paid  Mr.  Buckley?    A.  Yes,  sir,  May  17th,  1904. 

O.  Have  you  the  check  for  that  payment?    A.  I  have. 

Q.  Will  you  produce  it,  please  ?    (Witness  produces  paper.) 

Q.  That  is  a  check  for  thirty-five  hundred  dollars?  A.  Yes, 
sir. 

Q.  Payable  to  the  order  of  cash?    A.  Yes,  sir. 

Q.  Under  date  of  May  17th,  1904?    A.  Yes,  sir. 

Q.  Did  you  give  that  to  Mr.  Buckley?  A.  No,  sir,  I  had  it 
cashed  myself  and  gave  Mr.  Buckley  twenty-five  hundred  dol- 
lars, not  thirty-five  hundred  dollars. 

Q.  Why  did  you  draw  it  for  thirty-five  hundred  dollars?  A. 
It  is  a  long  story.    Will  I  tell  you  the  whole  story? 

Q.  Yes,  go  ahead.  A.  We  were  trying  to  have  this  bill  passed 
for  three  years,  and  I  understood  there  were  certain  interests — 
for  instance,  Jordan  L.  Mott  was  very  much  opposed  to  it.  I 
rang  up  Jordan  L.  Mott  Company  and  was  referred  to  the 
Treasurer.  He  told  me  to  communicate  with  his  attorney,  Mr. 
Hugo  Mack.     Mr.  Hugo  Mack  came  down  and  saw  me,  and 
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said  that  that  particular  bill  could  not  go  through,  his  clients  all 
objected  to  it,  and  he  said  he  would  draw  a  compromise  bill  that 
could  go  through.     I  said  that  is  perfectly  satisfactory  to  me, 
and  he  drew  up  a  compromise  bill  that  I  accepted.     He  then 
told  me  that  his  fee,  his  lawyer's  expense,  would  be  seven  thou- 
sand dollars,  and  he  said,  "Now,  my  advice  to  you  is,  if  you  want 
me  to  help  you  out,  my  fee  will  be  seven  thousand  dollars." 
After  he  left  I  rang  up  Mr.  Buckley  on  the  wire,  and  he  said, 
"Don't  you  pay  a  cent."     He  says,  "That  bill  ought  to  go 
through  straight,  absolutely,  and  don't  you  put  up  a  dollar." 
And  I  went  to  certain  friends  of  mine  and  raised  what  I  sup- 
posed was  thirty-five  hundred  dollars.    A  short  time  afterward 
one  of  the  gentlemen  said  that  he  would  be  very  much  obliged  if 
I  would  excuse  him  from  putting  up  one  thousand  dollars  for 
certain  reasons,  and  I  said  all  right.    And  after  I  had  received 
notice  that  the  bill  had  been  passed,  I  rang  up  Mr.  Buckley  on 
the  wire  and  told  him  the  first  time  he  came  down  to  stop  in  the 
office.    He  never  sent  me  a  bill.    And  I  intended  then  to  give 
him  the  sum  of  thirty-five  hundred  dollars,  and  when  he  came  in 
some  days  later  I  explained  the  matter  to  him,  and  he  said, 
"That  is  all  right,  I  do  not  feel  like  charging  anything."    I  said, 
"I  msist  upon  it.    These  gentlemen  that  have  put  up  this  money, 
it  is  of  great  importance  to  them,"  and  I  said  it  would  have  cost 
us  more  money  if  we  had  had  our  own  lawyers  go  up  and  fool 
around  with  this  bill. 

'  Q.  Why  did  you  take  subscriptions  for  thirty-five  hundred 
dollars  if  Mr.  Buckley  told  you  it  would  not  cost  a  cent?  A. 
Because  I  thought  he  was  entitled  to  one-half  of  what  Mr.  Mack 
would  charge  me  for  the  compromise. 
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Q.  You  were  going  to  pay  Mr.  Buckley  anyway?  A.  I  was, 
yes,  sir. 

Q.  That  is  the  reason  you  got  these  subscriptions?  A.  That 
is  the  idea. 

Q.  Did  you  not  tell  Mr.  Buckley  that?  A.  I  told  him — ^no,  sir, 
I  did  not. 

Q.  What  did  Mr.  Buckley  do  for  you  regarding  the  matter? 
A.  Nothing,  except  that  I  sent  the  proposed  bill  up  there  and 
asked  him  to  have  it  introduced,  as  I  did  not  know  anybody 
up  there. 

Q.  Did  he  have  it  introduced?  A.  I  imagine  he  did.  I  don't 
know  anything  to  the  contrary. 

Q.  What  did  you  tell  him  you  would  pay  him?  A.  There  was 
no  agreement  made. 

Q.  Without  the  making  of  any  agreement  did  you  tell  him  you 
would  see  him  out  of  it  ?  A.  No,  at  that  time  Mr.  Buckley  was 
very  friendly  disposed  to  me  and  most  of  the  conversation  was 
over  a  long  distance  telephone,  and  at  one  dollar  per  three  min- 
utes; it  was  not  very  lengthy. 

O.  Did  you  see  him  afterward  before  the  bill  passed?  A.  I 
think  I  met  him  once. 

Q.  Did  he  know  you  were  getting  money  on  subscriptions? 
A.  I  told  him.  I  said:  "I  want  you  to  give  your  time  to  this 
matter  and  I  will  see  you  paid." 

Q.  You  told  him  that?  A.  Yes.  He  said,  "Now  don't  talk 
about  that  at  all." 

Q.  That  was  before  the  bill  passed?    A.  Yes,  sir. 
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Q.  Before  it  was  introdticed  ?  A.  No,  I  think  it  was  after.  I 
will  not  say  that. 

Q.  Did  you  tell  him  what  you  would  pay  him?    A.  I  did  not. 

Q.  At  the  time  you  drew  the  check  for  thirty-five  hundred  dol- 
lars did  you  understand  this  gentleman  did  not  want  to  put  up 
the  thousand  dollars  which  was  part  of  the  subscription?  A.  No, 
it  was  just  at  that  time.  I  drew  the  check  for  thirty-five  hundred 
dollars  with  the  intention  of  explaining  the  matter  to  Mr.  Buck- 
ley, and  if  he  objected  to  taking  twenty-five  hundred  I  would 
have  given  him  thirty-five  hundred.  I  wanted  him  to  thoroughly 
understand  the  thing.     I  said,  "This  is  not  all  my  money." 

Q.  How  long  was  it  after  you  drew  the  check  that  you  paid 
him?    A.  I  think  it  was  a  couple  of  days  afterward. 

Q.  Why  did  you  pay  him  in  cash  ?  A.  Well,  I  don't  know  any 
particular  reason  for  it,  except  that  I  wanted  to  have  it  in  cash 
so  to  fix  it  instead  of  drawing  two  checks,  one  for  twenty-five 
hundred  dollars  and  another  for  thirty-five  hundred  dollars. 

Q.  Do  you  mean  you  drew  out\  $3,500  in  cash  and  had  it  in 
cash  a  couple  of  days  waiting  to  see  Mr.  Buckley  ?    A.  Yes,  sir. 

Q.  Why  didn't  you  wait  until  he  showed  up  before  drawing 
the  money?  A.  Because  he  might  have  come  down  after  three 
o'clock. 

Q.  Did  you  have  an  appointment  with  him?  A.  No,  I  tele- 
phoned him  and  asked  him  if  he  would  stop  in  the  first  time  he 
came  down. 

Q.  You  had  the  money  all  ready  for  him?    A.  Yes,  sir. 

Q.  Why  would  it  not  have  been  a  simple  matter  to  wait  un- 
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til  he  came  down  and  see  what  he  wanted  before  drawing  the 
check  ?    A.  Well,  that  would  have  been  a  good  way. 

Q.  That  would  have  been  the  ordinary  way?    A.  Yes,  sir. 

Q.  Why  was  this  made  an  exception?  A.  I  don't  know  any 
good  reason  for  it  except  I  drew  the  check. 

Q.  Were  you  influenced  by  the  fact  that  you  did  not  want  any 
record  of  the  matter  ?    A.  Not  particularly. 

Q.  Partly?  A.  No,  I  would  not  say  it.  I  simply  drew  the 
check  and  had  the  money  there. 

Q.  Did  you  find  the  name  of  the  Treasurer  of  the  fund? 
A.  Yes,  sir,  Mr.  Benjamin  Sands  was  the  Treasurer  up  to  a 
short  time  ago. 

Q.  That  is  up  to  a  couple  of  months?  A.  Within  the  last 
month. 

Q.  He  was  the  man  who  collected  the  moneys  last  Spring  in 
connection  with  the  mortgage  tax  matter?  A.  Yes,  and  now 
Mr.  Edmund  L.  Baylies  is  the  Treasurer. 

CORNELIUS  DOREMUS,  resumed. 
BY  MR.  HUGHES : 

Q.  Do  you  desire  to  correct  your  testimony  in  any  particular  ? 
A.  Yes.  This  morning  I  said  that  I  understood  there  had  been 
twenty,  perhaps  twenty-five  thousand  dollars  raised.  That  is  a 
mistake.  As  I  recollect,  cudgeling  my  memory,  and  talking  to 
others  with  whom  I  had  spoken  about  it  at  the  time,  we  had  two 
meetings  at  Mr.  Ely's  office,  at  the  first  of  which  I  think  about 
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seven  or  eight  thousand  dollars  had  been  raised.  That  was  not 
sufficient.  Another  meeting  was  called — at  the  first  meeting  I 
subscribed  five  hundred  dollars.  At  the  second  meeting  another 
paper  was  circulated  to  which  I  did  not  subscribe  anything  in 
addition,  at  which  I  think  about  $6,500,  $6,000  or  $6,500  addi- 
tional was  raised,  making  fourteen  thousand  to  fifteen  thousand 
dollars,  the  whole  thing  was.  My  friend  Potter  was  mistaken 
about  the  amount.  I  would  not  contribute  about  25  per  cent,  of 
the  whole  cost  of  the  thing.    He  spoke  of  $2,000. 

Q.  This  is  the  payment  to  which  you  refer  ?  (Handing  paper.) 
A.  Yes,  sir.  At  that  meeting  some  of  the  title  companies,  to  my 
knowledge,  subscribed  one  thousand  dollars  each. 

Q.  What  did  the  insurance  companies  subscribe?  A.  I  don't 
know  that.     It  did  not  come  to  my  knowledge,  sir. 

Q.  I  mean  others  than  yourself?    A.  No. 

Q.  What  was  the  money  used  for  or  what  did  you  understand 
that  it  was  to  be  used  for?  A.  Well,  they  had  had  several 
eminent  counsel,  who  did  not  happen  to  be  known  to  me,  but 
they  enjoyed  the  confidence  of  those  who  did  know  them,  at  Al- 
^Dany  again  and  again,  before  committees  and  otherwise. 

Q.  Did  you  know  of  any  moneys  being  expended  except 
through  the  employment  of  counsel  to  appear  before  commit- 
tees?   A.  I  did  not. 

Q.  Is  this  a  statement  of  your  scale  of  commissions  on  poli- 
cies ?    (Handing  paper.)    A.  It  is. 

MR.  HUGHES :  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  815.) 
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Q.  (Handing  paper).  Is  this  a  statement  of  all  the  disburse- 
ments of  your  company  for  legal  expenses  during  the  past  ten 
years?    A.  It  is. 

M'R.  HUGHES :  I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  8i6  for  identification.) 

Q.  Have  you  paid  any  moneys  to  Mr.  Andrew  Hamilton  ?  A. 
We  have  not,  sir. 

Q.  Or  to  Mr.  A.  C.  Fields  ?    A.  Never. 

Q.  Or  to  William  H.  Buckley?    A.  We  have  not;  no,  sir. 

Q.  What  steps  have  you  taken  to  be  posted  on  matters  of 
legislation  with  reference  to  insurance  companies  or  other  in- 
terests with  which  your  company  was  concerned?  A.  None 
whatever,  beyond  the  newspaper  reports. 

Q.  Beyond  what  ?  A.  Oh,  the  daily  reports  in  the  newspapers 
of  what  had  been  introduced. 

Q.  You  mean  reading  in  the  newspapers  the  information  ?  A. 
That  is  all. 

Q.  You  have  never  employed  anyone  for  that  purpose?  A. 
We  have  not. 

(Handing  paper.) 

Q.  This  is  a  complete  statement  of  all  your  collateral  loans 
for  ten  years  ?    A.  Yes,  sir. 

MR.  HUGHES  :  I  will  have  it  marked  for  identification. 
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(Paper  marked  Exhibit  817  for  identification.) 

(Handing  paper.) 

Q.  Is  this  a  complete  statement  of  all  your  securities  owned  ? 
A.  It  is. 

Q.  That  is  of  what  date  ?    A.  It  is  doVn  to  date. 

MR.  HUGHES:  I  will  have  that  marked  for  identification. 

(Marked  Exhibit  8r8  for  identification.) 

(Handing  paper.) 

Q.  Is  this  a  complete  statement  of  your  monthly  cash  balances 
in  bank?    A.  Yes,  sir. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  819  for  identification.) 

MR.  HUGHES:  From  this  it  appears  your  average  total 
bank  balances  in  January,  1905,  were  $822,000;  February,  1905, 
$977,000;  July,  1905,  $436,000;  August,  $582,000;  September, 
$402,000;  October,  $182,000. 

Q.  Your  balance  for  October  is  about  half  the  balance  which 
had  obtained  previously;  why  is  that?  A.  Due,  Mr.  Hughes, 
to  the  remarkable  Mortgage  Tax  Law. 
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Q.  And  what  is  that?  A.  That  took  effect  on  July  ist,  last. 
During  the  first  six  months  of  this  year  there  was  voluntarily 
paid  to  us  over  the  counter  in  discharge  of  mortgages  by  people 
who  either  got  larger  loans  elsewhere  or  terms  which  suited 
them  better,  $2,354,000.  Since  the  1st  of  July  up  to  date  that 
figure  is  $76,000.    That  is  the  difference. 

BY  THE  CHAIRMAN : 

Q.  What  was  the  first  figure?  A.  $2,354,000.  So  as  to  get 
the  new  mortgage  in  before  the  1st  of  July,  so  they  would  not 
have  to  bear  the  burden  of  the  tax.    And  since  that,  $76,000. 

Q.  Why  should  they  have  paid  that  money  in  to  get  new 
mortgages  before  the  ist  of  July?  They  paid  off  old  mortgages 
and  made  new  ones?  A.  Exactly.  They  got  larger  loans  as  a 
rule,  they  got  loans  which  suited  them  better  elsewhere,  and  by 
getting  them  before  the  ist  of  July  they  got  them  without  the 
imposition  of  the  half  per  cent.  tax. 

Q.  In  other  words,  the  competition  incited  by  the  going  into 
effect  of  the  Mortgage  Tax  Bill  deprived  you  of  some  of  your 
loans?    A.  Yes,  sir. 

BY  MR.  HUGHES : 

Q.  That  does  not  quite  meet  the  point  I  had  in  mind.  From 
January  i,  1903,  to  September,  1905,  your  lowest  bank  balances, 
that  is,  the  total  of  the  amounts  in  bank  were  upwards  of  $400,000, 
and  for  the  most  of  the  time  greatly  in  excess  of  $400,000.     Now, 
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they  appear  in  October,  1905,  to  be  reduced  to  $182,000.  What 
is  the  explanation  for  that?  A.  Well,  for  instance,  last  year, 
1904,  there  was  very  little  new  building  going  on.  We  make  al- 
most entirely  a  building  and  permanent  loan,  combined.  The  ad- 
vantage is  inasmuch  as  we  get  it  in  advance  of  the  beginning  of 
the  construction  for  less  amounts  than  the  party  could  borrow 
upon  the  market  if  he  waited  until  his  building  was  completed, 
because  few  institutions  make  such  loans.  At  times  we  have  en- 
gagements ahead  which  necessitate  our  keeping  considerable  funds 
on  hand.  Now  we  have  not,  we  have  few  engagements  ahead 
now,  because  there  is  little  re-investing  to  be  done.  We  invest 
several  millions  in  bond  and  mortgage  two  or  three  times  the 
excess  of  our  income  over  our  disbursements.  The  re-investment 
of  funds  which  are  paid  off  to  us  for  various  reasons. 

Q.  If  there  is  little  re-investment  now  why  should  not  your  bank 
balance  be  larger  at  the  present  time?  A.  There  is  no  re-invest- 
ment, we  have  not  the  receipts  from  that  source.  We  have  only 
received  in  five  months  $576,000  as  compared  to  $2,334,000. 

Q.  But  in  July  your  bank  balance  was  $436,000,  in  August 
$582,000,  and  in  September  $402,000,  and  in  October  $182,000? 
A.  Yes.  We  engage  these  building  and  permanent  loans  in  ad- 
vance of  the  completion  of  the  structure. 

Q.  How  many  bank  accounts  have  you?  A.  Three  here  in 
this  country. 

BY  MR.  COX : 

Q.  I  don't  understand  yet  that  last  point  of  Mr.  Doremus' — 
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that  is,  you  reduced  your  bank  balances  in  October  of  this  year? 
A.  They  reduced  themselves  because  that  source  of  income,  the 
discharge  of  mortgages,  paying  us  off  has  ceased  because  of  the 
mortgage  tax  law. 

Q.  But  that  ceased  last  June  ?  A.  Exactly,  but  then  we  always 
engaged  ahead.  Of  course  a  builder  before  he  buys  the  ground — 
our  regular  customers  come  to  me  to  know  what  we  will  do  for 
them;  that  is  an  engagement;  it  will  not  result  in  anything  for 
three  or  more  months,  until  he  has  advanced  far  enough  to  make  a 
payment — when  the  first  three  tiers  of  beams  is  up. 

BY  MR.  HUGHES : 

Q.  Your  point  is,  as  we  understand  it,  that  since  the  first  of 
July  you  have  had  less  money  coming  in  for  investment?  A. 
Almost  none. 

Q.  The  other  moneys  you  did  have  for  investment  had  been 
engaged  ahead?    A.  Exactly. 

Q.  So  that  the  result  was  that  your  balances  have  fallen  off. 
What  I  did  not  understand  was  why  they  should  have  fallen  off 
in  October  the  year  before?  A.  I  have  no  doubt  a  multitude  of 
payments  coming  due  at  that  time.  These  transactions  frequently 
take  a  year. 

Q.  Is  it  a  fact  you  have  reduced  the  amount  of  free  money 
that  you  carry  intentionally?     A.  No. 

Q.  With  the  idea  of  keeping  a  large  amount  invested?  A.  No; 
it  is  only  in  the  course  of  our  regular  transactions.  Just  happens 
so,  by  reason  of  the  beginning  at  July  i  of  the  Mortgage  Tax. 
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Q.  Do  you  furnish  estimates  to  agents  for  use  in  obtaining  in- 
surance?   A.  We  do  not. 

Q.  Have  you  ever  done  so?  A.  I  do  not  think  estimates.  I 
think  we  have  furnished  actual  results,  but  years  and  years  ago. 

Q.  How  many  years  ago  ?  A.  Fifteen  I  would  say — twelve  or 
fifteen. 

Q.  You  know  that  the  agents  use  estimates,  do  you  not?  A. 
I  believe  they  do. 

Q.  What  book  do  they  use?  A.  I  do  not  know.  It  is  a  book 
gotten  up  by  them.     We  have  nothing  to  do  with  it. 

Q.  Have  you  prohibited  its  use?  A.  We  discourage  the  use  of 
estimates.     We  have  not  prohibited  it. 

Q.  Have  you  one  of  the  big  books  that  they  use?  A.  I  have 
not. 

Q.  Has  your  company?     A.  I  don't  think  the  company  has. 

Q.  Have  you  a  statement  of  the  actual  results  on  your  deferred 
dividend  policies?  A.  No.  I  think  the  last  tables  of  actual  re- 
sults we  published  were  on  the  old  tontine  policies — full  tontine, 
where  everything — dividends,  surrender  values,  and  all  advantages 
except  the  face  amount  of  the  policy 

Q.  What  proportion  of  your  business  is  annual  dividend  busi- 
ness?   A.  A  very  small  proportion. 

Q.  Most  of  your  business  is  deferred  dividends?    A.  Yes. 

Q.  Do  you  do  a  deferred  dividend  business  in  Germany?  A. 
I  refer  to  our  actuary  for  that.  There  is  some  action  just  being 
taken  by  the  German  Government;  I  don't  know  exactly  what  it 
is ;  in  regard  to  that  I  would  rather  have  you  call  him  a  little  later. 

Q.  I  notice  that  your  expenses  in  1904  were  1 14.31  per  cent. 
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of  your  loadings.  What  is  the  explanation  of  that?  A.  That  it 
costs  much  more  to  get  business  to-day  than  it  is  worth  almost. 

Q.  How  long  have  you  been  running  ahead  of  your  loadings 
in  your  expenses  in  getting  business  ?    A.  I  could  not  tell  you. 

Q.  Was  last  year  an  exceptional  year  ?  A.  I  think  it  was — the 
excess  over  loo  per  cent,  was  greater  last  year  than  ever  before. 

Q.  What  was  the  reason  for  that?    A.  No  special  reason. 

Q.  Did  you  pay  more  money  last  year  than  you  had  previously? 
A.  Yes,  and  did  more  business. 

Q.  Your  new  business  in  1903  amounted  to  $13,961,000,  and 
in  1904  to  $14,485,000.  Did  that  account  for  an  increase  in  your 
expenses?  A.  The  two  were  certainly  connected — the  fact  of 
doing  more  business. 

Q.  Did  you  exceed  your  loadings  in  1903?  A.  I  think  quite 
surely. 

Q.  Did  you  in  1902?    A.  I  am  again  quite  sure  we  did. 

Q.  In  1901  ?  A.  I  would  not  want  to  say  as  to  that ;  I  cannot 
remember. 

Q.  What  have  you  done  to  correct  that  state  of  affairs?  A. 
Oh,  we  have  taken  hold  of  the  items  which  seem  to  be  excessive 
and  have  pared  them  down. 

Q.  To  what  extent  have  you  made  economies  in  the  last  three 
years?    A.  I  was  thinking  particularly  of  this  year. 

Q.  Well,  this  year,  have  you  made  any  economies  in  1905  ?  A. 
We  have. 

Q.  Not  previously?    A.  No.     The  result  shows  that. 

Q.  How  recently  have,  you  introduced  the  measures  to  reduce 
expenses?    A.  Oh,  during  the  current  year. 
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Q.  What  have  they  been?  A.  Mostly  the  cutting  off  of  allow- 
ances for  traveling  expenses. 

Q.  To  whom  were  those  allowances  made?  A.  To  the  man- 
agers who  have  a  territory. 

Q.  To  what  extent  have  you  saved  in  that  way?  A.  That  I 
could  not  tell  now. 

Q.  What  is  the  total  result  of  your  efforts  of  economy  during 
this  year?     A.  That  we  can  hardly  tell  until  the  year  is  closed. 

Q.  Have  you  any  idea  about  it  ?    A.  No,  I  have  not. 

Q.  What  are  the  salaries  paid  by  your  company?  A.  To 
whom? 

Q.  To  the  officers?  A.  The  President,  $18,000;  the  Vice-Presi- 
dent, $12,500;  Second  Vice-President,  $10,000;  the  Actuary, 
$6,000;  the  Secretary,  $5,000. 

Q.  Has  there  been  any  change  in  the  salaries  paid  in  recent 
years?  A.  Yes.  The  President's  salary  was  increased  from 
$15,000  to  $18,000  on  the  first  of  January  last. 

Q.  On  January,  1905  ?     A.  Yes. 

Q.  How  long  had  it  been  $15,000  previously?  A.  Oh,  some 
years. 

Q.  About  how  long?    A.  Three  or  four  years. 

Q.  And  what  was  it  before  that?     A.  $12,500. 

Q.  And  how  long  had  it  been  $12,500?  A.  Oh,  I  think  during 
my  time  and  the  previous  President — possibly  altogether  ten  years. 

Q.  Had  there  been  any  increase  in  other  salaries  prior  to  Janu- 
ary I,  1905,  say  within  five  years?  A.  A  little,  possibly,  the 
Vice-President  from  ten  thousand  dollars  to  twelve  thousand  rive 
hundred.     I  think  that  was  a  change  made  within  five  years. 
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Q.  Was  there  any  increase  of  salaries,  other  than  in  the  Presi- 
dent's salary  in  January  last?    A.  No. 

Q.  Then  the  salaries  for  this  year  in  other  respects  remained 
what  they  have  been?  A.  Yes,  excepting — ^you  mean  officers 
only? 

Q.  Yes.     A.  Of  course  the  clerks  have  been  increased'. 

Q.  Well,  apart  from  allowances  for  expenses  to  agents,  what 
economies  have  there  been — isn't  the  fact  that  you  cannot  get 
your  expenses  down  within  your  loadings  without  changing  the 
commissions  paid  to  agents?  A.  I  fear  that  is  the  case,  Mr. 
Hughes. 

Q.  Have  you  taken  any  steps  in  the  direction  of  reducing  com- 
. missions?    A.  No,  we  have  not,  to  my  recollection. 

Q.  Do  you  think  that  you  should  take  such  steps  ?  A.  It  would 
result  in  our  losing  our  business. 

Q.  Then  the  reason  that  you  do  not  take  them  is  because  you 
fear  competition?  A.  Our  scale — any  good  man  can  get  more 
than  our  scale  almost  anywhere  else. 

Q.  That  applies  to  a  number  of  small  companies,  doesn't  it — 
I  mean  relatively  small?    A.  Yes — yes. 

Q.  In  other  words,  does  the  extent  to  which  the  larger  com- 
panies compete  with  you,  and  companies  of  similar  size,  require 
you  to  keep  commissions  at  a  point  where  you  are  bound  to  exceed 
your  loadings  ?     A.  It  is  about  that  at  the  present  time,  yes. 

Q.  And  if  you  keep  your  loadings  where  they  are  you  have  got 
to  make  inroads  upon  your  surplus  unless  you  get  it  through  an 
increase  in  your  premium  income  ?  A.  I  would  ask  that  question 
again. 
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Q.  I  will  change  the  form  of  it  if  that  is  vague.  As  you  are 
now,  you  cannot  increase  your  premiums  without  losing  business? 
A.  Surely  not — premiums — no. 

Q.  And  if  you  do  not  increase  your  premiums  you  cannot  keep 
your  business  without  keeping  the  loadings  as  they  are?  A. 
Exactly. 

Q.  And  you  cannot  keep  the  loadings  where  they  are  and  keep 
your  expenses  within  them  under  the  present  press  of  competi- 
tion? A.  No,  we  have  not  been  able  to  do  so;  but  as  I  say,  we 
are  making  efforts  in  that  direction,  Mr.  Hughes. 

Q.  So  that  you  have  got  to  make  gains  to  ofifset  the  loss  on  your 
loadings,  through  your  gains  in  mortality  or  otherwise,  to  keep 
your  surplus  intact?     A.  Yes,  and  on  interest. 

Q.  If,  however,  your  actual  mortality  should  come  up  to  the 
rate  which  you  have  expected  it  in  making  your  calculations,  and 
your  interest  gains  should  be  in  accordance  with  your  estimates, 
your  expenses  are  so  high  that  your  surplus  would  be  gradually 
depleted?  A.  That  would  be  the  case  with  any  company,  Mr. 
Hughes. 

Q.  Any  company  that  exceeded  its  loadings?  A.  Exactly,  and 
almost  every  company  does — almost  every  Company,  and  those 
two  events  are  almost  impossible  of  occurrence.  In  the  first  place, 
the  expectation  table  is  based,  not  upon  selected  lives,  but  upon 
lives  at  large.  Our  experience  is  based  upon  the  lives  selected 
by  examinations. 

Q.  Last  year  you  made  on  the  expected  mortality  cost  a  gain, 
as  your  percentage  of  actual  to  expected  mortality  was  73.73  per 
cent.     A.  Yes,  about  ^t,  per  cent. 
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Q.  Your  gains  for  the  year  were  $251,602  from  mortality, 
$185,466  from  surrendered  and  lapsed  policies,  $231,392  from 
surplus  interest,  and  you  lost  $146,978  on  your  loadings,  which 
gave  you  a  total  realized  gain  of  $521,057  A.  I  have  no  doubt 
those  figures  are  correct. 

Q.  Those  are  taken  from  the  blue  book?  A.  Yes,  I  have  no 
doubt ;  yes,  sir. 

Q.  Now,  is  it  true  that  there  is  no  accumulation  of  surplus  to 
the  credit  of  deferred  dividend  policies  until  they  are  four  years 
old  ?  A.  I  would  refer  that  question,  if  you  please,  to  the  actuary 
too. 

MR.  HUGHES :  Will  you  please  withdraw  for  a  moment. 

JOHN  FUHRER,  called  as  a  witness,  being  duly  sworn,  tes- 
tified as  follows: 

BY  MR.  HUGHES: 

O.  You  are  the  Actuary  of  the  Germania  Life  Insurance 
Company?    A.  Yes,  sir. 

Q.  How  long  have  you  been  Actuary  of  that  company?  A. 
About  seven  years. 

Q.  Will  you  state  the  difference  between  the  reports  which 
you  are  required  to  make  to  the  German  Government  and  thbse 
you  are  required  to  make  to  the  State  of  New  York?  A.  The 
German  Government  asks  for  more  details. 

Q.  To  what  extent  does  the  German  Government  ask  for 
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more  details?  A.  Especially  the  dividends,  the  tontine  dividend 
and  deferred  dividend. 

Q.  What  information  does  the  German  Government  require 
with  reference  to  dividends?  A.  They  want  a  complete  state- 
ment of  the  dividends  accrued  in  different  classes. 

Q.  And  you  refer  by  classes  to  what?  A.  As  they  have  been 
formed,  assuming  the  year  of  issue  and  years  of  tontine  periods. 

O.  Do  you  separate  your  policies  into  classes  according  to 
the  year  of  issue  and  the  distribution  periods?    A.  Yes,  sir. 

O.  Do  you  do  that  because  the  German  Government  requires 
you  to  report  accordingly?  A.  We  have  done  that  before  we 
had  to  make  these  reports. 

Q.  Do  you  calculate  the  dividends  on  those  classes,  or  the 
policies  of  those  classes  separately?    A.  Every  year. 

Q.  And  you  make  those  reports  to  the  German  Government 
accordingly?    A.  Yes. 

Q.  Do  you  make  similar  reports  to  the  State  Insurance  De- 
partment?   A.  Something  like  it,  yes. 

Q.  In  New  York?  A.  In  New  York,  yes,  but  not  in  such  de- 
tail as  to  Germany. 

Q.  Are  you  required  by  the  German  Government  to  take  each 
class  of  policy  showing  the  number  issued  in  a  given  year,  the 
distribution  period  and  the  way  in  which  you  annually  determine 
the  amount  to  be  apportioned  from  your  surplus  to  that  class? 
A.  Yes,  sir. 

Q.  You  give  them  the  figures?    A.  Yes,  sir. 

Q.  In  detail?    A.  In  detail. 

Q.  How  do  you  calculate  the  dividends  for  that  purpose  ?    A. 
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We  set  apart  the  dividends  for  the  different  years  as  they  are  de- 
clared by  the  Board  of  Directors. 

Q.  What  do  you  do  in  calculating  the  dividends  for  the  dif- 
ferent years?  A.  In  October  we  ascertain  what  will  be  used 
the  next  year  or  what  we  expect  to  have  ready  for  distribution 
next  year. 

Q.  That  is  in  October,  1904,  you  determine  what  will  be  dis- 
tributed in  1905?    A.  Yes,  sir. 

Q.  And  you  do  that  upon  the  basis  of  the  estimated  results 
for  1904?    A.  Yes,  sir. 

Q.  How  is  it  possible  for  you  to  know  in  October,  1904,  what 
the  gains  for  1904  will  be?  A.  We  make  a  complete  statement 
of  the  year  and  we  can  judge  from  that  what  will  be  the  gain, 
the  earnings  in  the  next  year. 

Q.  How  can  you  make  a  complete  statement  for  the  year 
1904  in  October  of  that  year?  A.  We  make  an  exact  statement 
— ^we  ascertain  the  assets  and  liabilities  of  the  company  and  see 
what  the  surplus  is,  see  what  the  gain  is,  what  the  earnings  are 
in  that  year  or  for  the  nine  months. 

Q.  Then  you  take  what  it  would  be  for  twelve  months  at  the 
same  rate?    A.  Yes,  sir. 

Q.  How  do  you  ascertain  what  the  dividends  shall  be  on  the 
deferred  dividend  policy,  or  what  shall  be  apportioned  to  it?  A. 
We  make  a  deduction  from  what  we  expect  the  surplus  earns 
the  next  year,  a  certain  per  cent.,  and  the  balance  is  recom- 
mended to  the  Board  for  a  declaration  of  dividends  for  the  next 
year. 

Q.  What  percentage  do  you  deduct?  A.  That  depends  on 
what  we  think  necessary. 
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Q.  You  mean  you  take  out  of  the  gains  for  the  current  year 
what  you  think  should  be  reserved  for  contingencies  ?  A.  Yes, 
sir,  for  further  contingencies,  yes. 

Q.  Then  you  find  a  surplus  then  for  distribution?    A.  Yes,  sir. 

Q.  Now,  how  do  you  deal  with  the  amount  which  you  de- 
termine as  available  for  distribution  with  reference  to  deferred 
dividend  policies,  whose  periods  have  not  yet  expired  and  are  not 
to  expire  the  next  year?  A.  It  makes  no  difference  whether 
they  are  deferred  or  annual. 

Q.  You  make  the  same  determination  of  dividends?  A.  Ex- 
actly. 

Q.  What  factors  do  you  use  in  reaching  that  determination? 
A.  We  have  for  a  number  of  years  a  certain  proportion  of 
figures,  meaning  that  for  instance  if  we  assume  that  we  have  to 
declare  about  $500,000  worth  of  dividends,  we  know  exactly,  or 
think  we  know  exactly,  how  much  each  policy  has  contributed  to 
that  fund,  and  in  that  proportion  we  issue  a  smaller  or  larger 
amount. 

Q.  Suppose  a  policy  is  not  to  mature  until  1910  and  in  Oc- 
tober, 1904,  you  are  determining  what  will  be  distributed  in 
1905.  How  do  you  deal  with  the  amount  to  be  apportioned  to 
that  policy?  A.  We  make  the  distribution  for  1905  the  follow- 
ing year;  we  credit  each  policy  at  the  end  of  each  year  with  the 
dividend  from  that  year. 

Q.  Then  you  keep  a  separate  account  with  each  policy?  A. 
Yes,  sir,  to  some  extent. 

Q.  But  in  New  York  you  do  not  treat  them  as  a  legal  obliga- 
tion ?    A.  As  a  legal  liability  we  do. 

Q.  You  do  not  include  it  among  your  liabilities  ?    A.  We  do. 
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Q.  You  do?    A.  Yes,  sir. 

Q.  Is  your  surplus  over  and  above  the  amounts  held  awaiting 
distribution  to  deferred  dividend  policyholders?  A.  We  make 
our  report  to  the  New  York  Department,  treating  the  tontine 
surplus  as  a  liability. 

Q.  As  a  liability?    A.  Yes,  sir. 

Q.  So  that  in  your  statement  of  liabilities  in  1904,  aggregating 
$29,360,065,  there  is  included  dividends  ?  A.  No,  sir,  not  in  these 
figures. 

Q.  Not  in  those  figures?  A.  No;  that  is  not  a  copy  of  our 
report. 

Q.  Will  you  point  out  in  your  reports  the  item  which  you  say 
represents  the  deferred  dividends  on  the  deferred  dividend  pol- 
icies not  yet  matured  and  held  for  subsequent  distribution?  A. 
Unassigned  funds — that  would  be  the  general  surplus. 

Q.  That  is  the  general  surplus  ?    A.  Yes. 

Q.  Then  you  included  it  as  a  liability  in  the  sense  that  every 
one  puts  in  the  unassigned  funds  or  surplus  under  the  head  of 
liabilities  in  order  to  make  the  account  balance  ?  A.  That  is  the 
general  surplus. 

Q.  But  you  treat  it  in  the  reports  as  a  liability  in  any  other 
respect?  We  do  it  in  our  report,  in  our  published  statements, 
in  our  report. 

Q.  You  do  not  in  your  report  show  to  the  New  York  Insur- 
ance Department  that  you  have  set  aside  anything  on  deferred 
dividend  policies?  A.  That  is  here  (indicating).  "Dividends  ap- 
portioned payable  to  policyholders  subsequent  to  1905." 

Q.  Is  that  the  amount?    A.  That  is  the  amount,  yes. 
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Q.  Then  it  is  not  in  tinassigned  funds?  A.  No;  this  is  the 
general  surplus. 

Q.  Now,  the  amount  which  you  have  apportioned  payable  to 
poHcyholders  subsequent  to  1905  is  in  the  $1,662,822?  A.  That 
is  right. 

Q.  Now,  the  result  is  that  in  1904  you  made  a  gain  including 
your  gains  from  all  sources  of  about  $521,000?  A.  Something 
like  that,  yes. 

Q.  And  in  that  year  you  set  aside  as  dividends  apportioned 
to  policies  which  would  have  their  dividend  period  mature 
subsequent  to  1905  the  sum  of  $1,662,000?  A.  No,  sir;  only 
the  increase  between  this  fund  and  the  fund  the  year  before. 

Q.  That  was  the  amount  then  standing?    A.  Yes,  sir. 

Q.  Now,  how  much  of  that  was  apportioned  in  1904?  A.  I 
should  say  about  $200,000. 

Q.  So  that  you  gave  for  dividends  on  deferred  dividend  pol- 
icies something  less  than  half  of  the  gains  of  the  year?  A. 
Yes,  sir. 

Q.  Is  that  a  typical  case  ?  A.  Well,  that  is  only  as  much  as 
belonged  to  the  deferred  dividend  policies. 

Q.  I  mean  is  it  typical  that  you  take  about  half  your  gains 
for  the  year?  A.  That  does  not  take  account  of  the  annual 
dividends  which  we  have  distributed. 

Q.  The  annual  dividends  are  in  addition  and  where  do  they 
appear — just  in  the  item  before,  in  your  report — "Dividends 
apportioned  payable  policies  during  1905"  or  is  that  for  the 
tontine  policies  maturing  in  1905?  A.  Part,  and  part  for  an- 
nual dividends.  I  should  say  we  paid  about  $200,000  in  an- 
nual dividends. 
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Q.  About  $200,000  in  annual  dividends  in  addition?  A. 
Yes,  or  perhaps  for  the  tontine  $250,000  and  for  the  annuals 
$200,000 — that  would  be  about  right. 

Q.  Then  did  you  distribute  all  your  gains  for  the  year  with 
the  exception  of  fifty  or  sixty  thousand  dollars?    A.  Yes,  sir. 

Q.  Either  in  the  form  of  payments  or  credits?  A.  That  is 
what  we  did. 

Q.  Is  that  the  usual  case?    A.  Yes,  has  been  for  some  years. 

Q.  So  that  as  a  practical  matter  you  only  reserve  of  your 
gains  for  the  year  about  10  per  cent.?    A.  Yes. 

Q.  As  a  contingency  fund?  A.  Yes,  sir;  have  done  for 
some  years. 

Q.  How  long  has  that  been  the  case?  A.  I  should  say  for 
something  like  ten  years. 

Q.  Now,  as  I  understand  your  testimony,  you  gained  last 
year  net  about  $520,000?    A.  Yes. 

Q.  Now,  you  declared  annual  dividends  and  dividends  upon 
deferred  dividend  policies  maturing  in  1905  and  apportioned 
dividends  on  polices  with  deferred  dividend  periods  subse- 
quently to  mature  to  an  aggregate  of  about  $450,000?  A.  Yes, 
sir. 

Q.  So  that  your  surplus  only  increased  over  and  above  the 
reported  liabilities  about  $50,000  for  that  year?  A.  Some- 
thing like  it,  yes. 

Q.  Well  now,  according  to  the  blue  book  it  appears  that 
your  surplus  at  the  end  of  1903  was  $4,506,000  and  at  the  end 
of  1904  $4,744,000.  Those  figures  are  not  made  up  by  you? 
A.  No,  sir. 
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Q.  Your  surplus  according  to  your  report  to  the  State  De- 
partment under  December  31st,  1904,  that  is  your  unassigned 
funds  exclusive  of  these  dividends  you  have  mentioned  was 
$2,538,832.  Do  you  remember  what  it  was  at  the  end  of  1903 
according  to  your  report?    A.  No. 

Q.  But  it  would  be  about  $50,000  less?  A.  I  should  say  it 
was. 

Q.  Is  it  a  fact  that  there  is  no  accumulation  of  surplus  to  the 
credit  of  deferred  dividend  policies  until  they  are  about  four 
years  old?  A.  On  our  policies  we  do  not  make  any  difference 
between  deferred  dividend  and  annual  dividend. 

Q.  You  declare  the  same  dividend?    A.  Yes,  sir. 

Q.  I  mean  taking  the  actual  results  of  your  business  is  it  a 
fact  that  you  do  not  actually  have  an  accumulation  upon 
deferred  dividend  policies  until  it  is  about  four  years  old?  A. 
Yes,  sir. 

Q.  That  is  because  of  the  expenses  of  the  business?  A. 
Yes. 

Q.  But  despite  the  fact  that  you  have  no  accumulation  the- 
oretically applicable  to  a  deferred  dividend  policy  until  it  is 
about  four  years  old,  you  do  in  fact  each  year  apportion  the 
same  amount  to  a  deferred  dividend  policyholder  as  you  do 
to  an  annual  dividend  policyholder?    A.  Yes. 

Q.  And  you  put  it  to  the  credit  of  the  policy?    A.  Yes. 

O.  And  the  difference  is  it  remains  unwithdrawn?     A.  Yes. 

Q.  And  it  is  suffered  to  accumulate  for  the  period?    A.  Yes. 

Q.  And  then  at  the  end  of  the  deferred  dividend  period  you 
take  the  aggregate  of  the  amounts  declared  as  annual  divi- 
dends?   A.  Yes,  sir. 
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Q.  So  accumulated?    A.  With  interest. 

Q.  With  interest,  and  you  distribute  that  money  to  the 
policyholders  of  the  class  then  surviving?    A.  Yes. 

Q.  Now,  if  you  will  look  at  your  report  to  the  German  gov- 
ernment under  date  of  1904,  does  that  state  the  amount  paid 
out  in  dividends  that  year  on  the  deferred  dividend  policies 
then  maturing — is  that  it  (pointing  to  entry) — take  for  ex- 
ample the  ten  year  class?  A.  No,  sir;  it  is  only  the  accumu- 
lation. 

Q.  It  is  only  the  accumulation?  A.  Yes,  sir.  That  shows 
how  much  has  been  assigned  to  that  class  in  that  year. 

Q.  Does  this  mean  an  amount  maturing  in  1904,  or  what 
are  the  policies  mentioned  in  the  table  I  now  show  you?  A. 
That  is  the  addition  to  the  fund  in  1904. 

Q.  Am  I  not  right  in  supposing  that  table  in  your  report 
of  the  year  1904  as  to  ten  year  policies  means  the  policies  that 
run  from  1904  to  1914?     A.  Yes,  sir. 

Q.  And  does  it  show  the  amount  paid  out  on  deferred  divi- 
dend policies  maturing  in  1904?    A.  Yes,  sir. 

Q.  And  what  amount  was  that?  A.  It  was  in  that  year 
78,000  marks. 

Q.  78,000  marks  in  the  particular  class  stated?    A.  Yes. 

Q.  Now,  do  you  put  at  the  time  when  the  dividend  period 
is  about  expiring,  either  at  that  time  or  in  the  year  preceding, 
an  accumulation  to  the  credit  of  those  policies  which  had  not 
been  before  placed  to  their  credit?  A.  Only  that  for  the  year 
— for  the  year  1904. 

Q.  Then  you  do  not  make  a  practice  of  waiting  until  the 
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year  before  the  dividend  period  expires  and  then  put  in  a  gross 
accumulation  to  meet  the  necessities  of  distribution  at  the  end 
of  the  deferred  dividend  period?    A.  No,  sir. 

Q.  That  amount  that  you  put  in  the  year  of  distribution 
and  the  year  before  are  simply  the  gains  for  those  years?  A. 
That  have  been  accumulated. 

O.  And  you  then  make  your  aggregate  of  the  amount  that  has 
been  credited  year  by  year  during  the  deferred  dividend  period? 
A.  Yes,  sir. 

Q.  Now,  I  wish  you  would  take  as  an  illustration  a  policy  ma- 
turing in  1904,  with  a  deferred  dividend  period  of  ten  years,  ac- 
cording to  your  reports  to  the  German  Government,  and  show — I 
am  speaking,  of  course,  of  a  class  of  policies — I  am  speaking  of  a 
class  of  policies,  and  I  want  you  to  take  a  class  maturing  in  1904 
with  a  deferred  dividend  of  ten  years,  and  tell  me  what  amounts 
had  been  credited  annually  to  that  class  according  to  your  reports 
to  the  German  Government  ?  A.  These  are  only  the  figures  which 
belong  to  that  year  for  the  whole  class. 

Q.  Have  you  got  in  those  reports  before  you  the  data  so  that 
you  can  give  me  that  ?  A.  We  can  give  you  the  amount  that  had 
accumulated  for  policies  maturing  in  1905  on  a  ten-year  class. 

Q.  Can  you  give  me  by  year  ?      A.  Not  from  these  statements. 

Q.  Have  you  got  other  statements  that  you  can  use?  A.  They 
are  all  alike. 

Q.  In  other  words,  it  is  not  so  important,  so  far  as  your  com- 
pany is  concerned,  perhaps,  but  to  get  an  illustration  of  the  way 
that  is  done  when  dividends  are  apportioned  annually  in  order  that 
we  may  have  data  for  comparison.     I  would  like  to  know  just  how 
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you  have  done  it  in  a  particular  class  of  policies.  Do  you  under- 
stand what  is  desired,  Mr.  Fuhrer?  A.  Yes,  sir.  You  want  to 
know  what  was  added  to  the  fund  each  year. 

Q.  Yes,  taking  the  ten-year  class  maturing  in  1904,  and  tell  me, 
during  the  period  of  ten  years,  what  was  annually  apportioned  to 
that  class  ?  A.  I  cannot  give  it  from  these  reports,  because  there 
is  not  enough  of  them. 

Q.  How  far  back  can  you  go  with  those  reports  ?  A.  The  year 
1903,  I  do  not  find. 

MR.  HlUGHES :  Suppose  you  withdraw  for  a  moment. 

EDMUND  L.  BAYLIES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES : 

Q.  Were  you  or  are  you  the  Treasurer  of  an  association  known 
as  the  Allied  Real  Estate  Interests?  A.  I  was  the  Treasurer  of 
that  association  when  it  was  first  formed,  I  think  in  March,  or  early 
in  April,  1905,  in  the  form  that  it  then  existed,  simply  an  associa- 
tion ;  and  I  acted  as  Treasurer  so  long  as  I  was  in  this  country. 
I  went  away  in  May,  or  about  the  middle  of  May,  1905,  for  my 
vacation;  and  after  that  time  the  payments  were  attended  to  by  Mr. 
Alfred  E.  Marling,  under  Power  of  Attorney  from  me.  And  to 
complete  my  answer,  I  am  the  present  Treasurer  of  a  corporation 
which  has  been  formed,  known  as  the  Allied  Real  Estate  Inter- 
ests, organized  under  the  Membership  Law  of  this  State,  and  I  am 
its  Treasurer. 
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Q.  What  was  the  purpose  of  the  association  ?  A.  The  purpose 
of  the  association  was  to  stimulate  public  interest  and  arouse  dis- 
cussion in  reference  to  the  bill  known  as  the  Mortgage  Tax  Bill, 
which  was  then  pending  before  the  Legislature,  with  a  view  to 
having  its  provisions  fully  discussed,  and,  if  possible,  understood, 
and  to  arouse  public  interest  in  the  dangerous  nature  of  some  of 
the  provisions  of  the  bill  as  introduced. 

Q.  What  amounts  were  collected  for  that  purpose?  A.  I  can- 
not give  you  the  exact  figures,  but  it  was  over  twenty  thousand 
dollars,  and  I  think  not  over  twenty-two  thousand  dollars,  some- 
where between  those  figures. 

Q.  Did  insurance  companies  contribute  to  the  fund  ?  A.  I  can- 
not answer  that  of  my  personal  knowledge.  The  checks  were 
handed  to  the  Treasurer  by  various  members  of  the  Committee, 
who  constituted  themselves  a  soliciting  body;  as  we  had  to  act 
very  promptly,  the  various  members  of  the  Committee  went  to 
their  various  friends,  people  interested  in  real  estate,  and  got  checks 
and  sent  them  to  me,  and  I  deposited  the  checks  and  paid  out  the 
moneys  so  received. 

Q.  You  had  nothing  to  do  with  the  soliciting  yourself  ?  A.  Ex- 
cept  in  one  instance,  I  went  to  one  insurance  company  and  that 
company  declined  to  contribute. 

Q.  So  you  did  not  get  anything  from  your  own  efforts?  A.  I 
personally  received  nothing  from  any  insurance  company. 

Q.  Who  has  the  books  of  the  association?  A.  Of  the  old  asso- 
ciation, it  has  closed  up  its  books.  I  presume  they  are  in  the  hands 
of  Mr.  Marling,  of  H.  S.  Ely  &  Company. 

Q.  What  disbursements  were  made  for  the  purposes  you  have 
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mentioned?  A.  The  disbursements  are  of  several  sorts.  Per- 
haps the  heaviest  disbursement  was  in  advertising;  advertising  in 
the  papers  of  this  city,  in  Brooklyn,  and  very  generally  through- 
out this  State,  to  arouse  public  attention  and  attract  it  towards  the 
fact  that  this  bill  was  pending.  I  think  we  advertised  in  almost 
every  county  of  the  State.     Then  there  were  further 

BY  MR.  COX: 

Q.  What  kind  of  an  advertisement,  Mr.  Baylies,  did  you  in- 
sert ?  A.  Calling  attention  to  the  dangerous  provisions  of  the  bill 
as  this  association  knew  it  from  the  point  of  real  estate  owners  and 
loaners  on  bonds  and  mortgages.  We  thought  that  it  would  in- 
terfere with  the  character  of  the  mortgages,  which  had  a  very 
well  established  value  under  the  decisions  and  laws  of  this  State, 
and  that  this  was  an  attempt  to  change  the  law  which  would 
create  great  confusion  in  the  minds  of  loaners  and  borrowers,  and 
we  thought  it  would  disturb  the  mortgage  market  very  seriously 
and  deter  many  people  from  making  loans. 

Q.  They  were  display  advertisements  urging  people  to  oppose 
the  bill  ?    A.  That  was  their  character. 

BY  MR.  HUGHES: 

Q.  They  were  not  in  the  nature  of  reading  notices  ?     A.  Oh,  no. 
Q.  They  were  straight  advertisements?     A.  Clearly,  paid  for 
as  su,ch. 

Q.  Then  what  disbursements  were  there  in  addition  to  those? 
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A.  In  addition  there  were  disbursements  for  traveling  expenses. 
We  employed  men  to  go  out  to  Buffalo  and  other  leading  cities  in 
the  State.  We  paid  the  expenses  of  the  people  who  went  to 
Albany  to  oppose  the  bill  and  we  paid  some  attorneys'  fees,  chiefly 
to  men  in  this  city. 

Q.  And  who  represented  the  interests  as  attorneys?  A.  The 
President  at  that  time  of  the  association  was  Mr.  Edward  Van 
Ingen,  who  did  the  major  part  of  the  work.  He  has  since  died. 
Most  of  the  disbursements  of  that  character  were  made  through 
him. 

Q.  And  the  entire  $20,000  or  $22,000  was  disbursed  in  the  man- 
ner you  have  stated?    A.  Yes. 

Q.  What  proportion  would  you  say  was  disbursed  for  adver- 
tising? A.  I  could  give  exact  figures,  but  my  impression  is  that 
very  nearly  one-half  was  paid  for  advertising. 

BY  THE  CHAIRMAN : 

Q.  You  are  the  legal  custodian  of  the  books  now?  A.  I  sup- 
pose that  I  am,  in  a  certain  sense,  and  I  am  ready  to  produce  thern 
for  the  Committee's  inspection  if  they  wish  them,  although  they 
are  not  in  my  actual  custody. 

Q.  You  stated  that  the  old  books  were  in  Mr.  Marling's  posses- 
sion. Are  the  present  books  in  his  possession?  A.  No;  the 
present  books  of  the  new  association  are  subject  to  my  order. 

Q.  And  you  said  these  were  display  advertisements?  Were 
they  not  accompanied  many  times  by  reading  notices  also  to  be 
published  in  connection  with  them?    A.  Well,  I  cannot  speak  of 
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that  as  of  personal  knowledge,  but  my  impression  is  that  we  paid 
for  nothing-  but  display  advertisements.  If  any  reading  notices 
were  given,  I  think  they  were  given  without  pay.  There  was  a 
great  deal  of  editorial  comment  by  the  newspapers  who  received 
these  paid  advertisements. 

Q.  But  I  mean  matter  accompanying  the  advertisements  sent 
out  under  the  auspices  or  by  your  association  which  were  designed 
to  supply  the  papers  with  arguments  or  with  matter  for  publica- 
tion as  reading  matter  besides  the  display  advertisements?  A.  I 
think  that  was  so,  sir,  but  I  cannot  speak  from  my  personal  knowl- 
edge. 

MR.  HUGHES :  Is  there  anything  further? 

THE  CHAIRMAN :  Except  that  we  would  like  to  know  how 
much  was  collected  from  insurance  companies. 

BY  MR.  HUGHES: 

Q.  Yes,  I  think  I  asked  Mr.  Baylies  that.  Can  you  tell  how 
much  was  collected  from  insurance  companies?  A.  I  have  not 
said  that  I  knew  anything  was. 

Q.  No,  I  understood  you  to  say  so.  Perhaps  we  had  better 
have  the  books?  A.  It  would  be  an  insignificant  fraction  of  the 
whole. 

BY  MR.  COX: 

Q.  What  corporations  then  mainly  would  you  say  these  sub- 
scriptions came  from,  if  not  from  insurance  companies?    A.  They 
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were  in  part  from  trust  companies  and  very  largely  from  indi- 
viduals who  were  interested  in  estates  that  were  loaning  on  bond 
and  mortgage,  and  that  thought  their  interests  would  be  prejudiced 
by  the  passage  of  this  bill ;  in  part  from  attorneys  who  represented 
loaners  of  money  from  other  States,  who  had  been  in  the  habit  of 
loaning  money  here,  and  who  felt  that  if  this  law  was  enacted  they 
would  be  unable  to  continue  in  this  State,  and  were  therefore  op- 
posed to  the  bill. 

THE  CHAIRMAN :  We  had  better  have  the  books. 

MR.  HUGHES  :  I  think  that  if  you  can  control  the  production 
of  the  books  showing  the  amount  received,  and  disbursements  in 
connection  with  the  Mortgage  Tax  matters  last  Spring,  we  should 
be  glad  to  have  them. 

JOHN  FUHRER  resumed. 

Q.  Now,  this  is  a  statement  of  the  surplus,  added  annually  on 
policies  maturing  in  1904,  and  also  a  statement  of  the  total  sur- 
plus to  the  credit  of  those  policies  in  each  year  from  1896  to  1904, 
inclusive  ?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  820.) 

Q.  And  that  is  in  accordance  with,  and  taken  from,  your  re- 
ports to  the  German  Government?    A.  Yes,  sir. 
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Q.  Dealing  with  the  policies  of  the  class  described?  A.  Yes, 
sir. 

Mr.  Hughes  then  read  Exhibit  No.  820. 

Q.  And  that  total  of  78,691.80  marks  was  the  total  amount  dis- 
tributed among  the  surviving  policyholders  of  that  class  in  1904? 
A.  Yes,  sir. 

Q.  Now,  is  it  the  fact  that  in  connection  with  your  other  de- 
ferred dividend  policies  of  ten-year  classes,  maturing  in  other 
years  and  of  periods  other  than  ten  years,  say,  for  example,  fifteen 
or  twenty  years,  you  have  had  the  same  method  of  apportionment? 
A.  Yes,  sir. 

Q.  And  you  have  shown  in  your  reports  to  the  German  Govern- 
ment annually  the  surplus  added  according  to  the  amounts  which 
you  set  aside  in  each  year?    A.  Yes,  sir. 

Q.  And  those  amounts  in  each  case  corresponded  with  the  an- 
nual dividends  declared  that  year?    A.  Yes,  sir;  plus  the  interest. 

Q.  Have  you  had  any  controversies  with  the  German  Govern- 
ment ?    A.  No,  sir. 

Q.  Never?    A.  Never. 

Q.  Always  got  along  easily?    A.  Yes,  sir. 

Q.  The  question  was  asked  of  President  Doremus  a  little  while 
ago  as  to  the  comparative  mortality  in  Germany  and  America. 
What  has  been  the  experience  of  your  company  ?  A.  Our  experi- 
ence has  been  more  favorable  in  Germany  up  to  several  years  ago. 

Q.  Up  to  about  what  time  ?    A.  A  few  years  ago. 

Q.  Four  or  five  years  ?  A.  I  should  say,  perhaps,  two  or  three 
years. 
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Q.  What  is  the  general  American  experience  as  compared  with 
general  German  experience?  A.  I  should  say,  generally  speak- 
ing, the  mortality  in  America  is  better,  more  favorable,  than  in 
Germany. 

Q.  How  do  you  account  for  the  exceptional  experience  of  your 
company  in  that  respect  ?  A.  It  may  be  the  acceptance  of  a  great 
many  risks  that  were  aliens  to  this  country,  that  were  not  born 
here,  perhaps,  that  were  not  acclimated  enough. 

Q.  You  had  a  large  business  ?    A.  Among  the  German 

population. 

Q.  Among  those  of  German  parentage  ?    A.  Yes. 

Q.  And  you  think  that  possibly  that  operated  against  your  com- 
pany?   A.  Yes. 

Q.  You  have  the  estimate  book  which  has  been  used  by  your 
agents,  have  you  not?  A.  No,  sir;  we  never  authorized  that  at 
all. 

Q.  Well,  you  can  get  one  of  them,  can  you  not,  so  we  can  ex- 
amine it  ?    A.  The  agents  may  have  some. 

Q.  You  can  get  one  from  your  agents.  And  I  would  like  to 
have  you  make  up  a  statement  of  your  actual  results,  if  you  have 
not  one  here,  on  your  annual  dividend  policies  ?     A.  Yes. 

CORNELIUS  DOREMUS  resumed. 
BY  MR.  HUGHES: 

Q.  Mr.  Doremus,  has  the  Germania  Life  Insurance  Company 
been  a  participant  in  any  syndicate  transactions  ?     A.  It  has  not. 
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Q.  Has  any  officer  of  the  Germania  Life  Insurance  Company 
participated  in  any  syndicate  where  the  Germania  Company  has 
acquired  in  any  manner  securities  floated  by  the  syndicate?  A. 
Not  to  my  knowledge,  and  I  do  not  believe  so. 

RICHARD  MORGAN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Morgan,  what  is  your  business  ?    A.  Life  Insurance. 

Q.  With  what  company  are  you  connected?  A.  The  Bankers' 
Life. 

Q.  In  what  capacity?  A.  Well,  as  adjusting  policies  and  a  di- 
rector. 

Q.  Are  you  a  director  of  the  company?    A.  I  am. 

Q.  Do  you  hold  any  office  with  the  company?     A.  No,  sir. 

Q.  Did  you  ever  hold  any  office  with  the  company  ?    A.  I  did. 

Q.  What  office  did  you  hold  ?    A.  President. 

Q.  From  what  time?    A.  From  about  1891  to  1902. 

Q.  When  was  the  Bankers'  Life  Insurance  Company  organ- 
ized? A.  Originally  organized  in  1869,  and  known  as  the  Bank 
Clerks'  Mutual  Benefit  Association. 

Q.  When  did  the  Bank  Clerks'  Mutual  Benefit  Association  or- 
ganize ?     A.  I  think  it  was  March,  1869. 

Q.  How  long  did  it  continue  in  business  under  that  name  ?  A. 
Until  June,  1893 — ^June  or  July. 

Q.  And  what  change  in  the  business  of  the  company  took  place 
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in  1893  ?  A.  It  re-incorporated,  I  think,  under  the  Laws  of  1887, 
and  started  in  to  do  a  general  life  insurance  business  under  the 
assessment  plan. 

Q.  As  an  assessment  company?  A.  As  an  assessment  com- 
pany. 

Q.  It  had  previously  done  business  as  an  assessment  association, 
had  it  not  ?     A.  Well,  no ;  it  was  more  on  the  fraternal  order. 

Q.-  More  on  the  fraternal  order,  doing  business  among  those 
connected  with  banking  institutions?  A.  Solely,  just  in  New 
York  and  vicinity. 

Q.  Did  it  change  its  name  in  1893?     A.  I  believe  it  did. 

Q.  What  name  did  it  then  assume  ?  A.  The  Bankers'  Life  In- 
surance Company  of  the  City  of  New  York. 

Q.  What  was  done  with  reference  to  the  policies  which  had 
been  previously  written  while  it  was  the  Bank  Clerks'  Association? 
A.  A  provision  was  made  in  the  constitution,  which  was  voted 
upon  on  changing  to  the  assessment  plan,  whereby  one  dollar  for 
each  one  thousand  dollars  insurance  in  force  on  the  31st  day  of 
December  each  year,  should  be  set  aside  in  order  to  reduce  the 
cost  of  those  old  members  and  to  waive  the  assessments. 

Q.  Where  was  that  one  dollar  per  thousand  to  be  obtained? 
A.  From  the  contributions  of  Class  B  and  the  premiums. 

Q.  And  what  was  Class  B?  A.  Class  B  consisted  of  all  new 
members  who  entered  the  association,  I  think — well,  after  they 
re-incorporated  and  started  into  do  a  general  business,  I  think  that 
commenced  along  in  the  early  part  of  1893,  or  1892,  it  might  pos- 
sibly be. 

Q.  Then  you  had  two  classes.  Class  A,  consisting  of  the  assess- 
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ment  policies  which  had  been  issued  when  the  order  was  more  or 
less  a  fraternal  one,  and  then  Class  B,  of  all  policies  issued  after 
your  re-incorporation,  as  a  general  assessment  company?  A. 
That  is  right. 

Q.  And  by  a  provision  in  your  constitution  on  your  re-incor- 
poration the  members  coming  in  under  Class  B  were  to  contribute 
one  dollar  per  thousand  to  reduce  the  expense  to  the  old  members 
continuing  as  Class  A  ?    A.  That  is  right. 

Q.  And  those  two  classes  were  kept  distinct  ?    A.  Distinct. 

Q.  And  the  cost  of  the  business  was  separated  in  order  to  ascer- 
tain the  results  as  to  each  class?  A.  Yes.  No  more  were  ad- 
mitted to  Class  A. 

Q.  What  sort  of  business  did  the  new  concern  do  in  1893,  what 
policies  did  it  write  ?     A.  Only  ten-year  term. 

Q.  When  did  it  commence  to  do  business  on  a  reserve  basis? 
A.  Well,  although  we  set  aside  a  reserve,  we  kept  it  intact  our- 
selves. We  were  not  required  by  the  Department  to  maintain  a 
reserve  other  than  the  amount  of  one  assessment  on  all  policy- 
holders, that  constituted  our  reserve. 

Q.  That  was  the  reserve  under  the  law  ?    A.  Yes. 

Q.  In  other  words,  while  under  the  law  you  only  had  to  have  a 
reserve  as  an  assessment  company,  equal  to  the  amount  of  one 
mortuary  call  ?     A.  That  is  right. 

Q.  You,  in  effect,  established  a  reserve  for  your  own  purposes  ? 
A.  Yes,  and  in  some  instances  it  was  larger  than  what  would  be 
required  by  a  regular  company. 

Q.  Well,  it  was  larger  than  what  would  be  required  by  an  old 
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line  company  ?  A.  Yes,  it  was  in  many  instances,  where  a  policy 
was  written  annually. 

Q.  You  established  that  reserve  for  what  purpose?  A.  Well, 
the  company  did  it  for  its  own  protection  as  a  matter  of  safety. 

Q.  What  was  your  scale  of  premiums  at  the  time  that  you  estab- 
lished that  reserve?  A.  Well,  the  scale  of  premiums  was  made 
up  very  oddly.  It  was  not  according  to  actuarial  science  what- 
soever. It  was  taken  from  the  mortality  table.  Whereas  the 
number  dying  in  each  year  on  a  ten-year  term  basis,  for  instance, 
the  number  of  deaths  at  each  age  on  each  one  thousand  lives  in- 
sured. And  it  was  Mr.  Townsley  who  was  connected  with  us  at 
that  time — instead  of  taking  the  actuary's  tables  on  a  ten-year 
term  basis  he  simply  took  that  percentage  and  just  scratched  off 
the  last  two  figures  and  put  down  $8.91,  whereas  it  was  $891. 

Q.  What  Mr.  Townsley  is  this?  A.  The  president  of  the  Life 
Association  of  America. 

Q.  What  had  he  to  do  with  the  Bankers'  Company  at  that  time  ? 
A.  He  was  general  manager.  He  came  to  us  when  we  started  to 
do  a  general  business. 

Q.  That  is  1893?     A.  1893,  I  think  it  was,  or  perhaps  1894. 

Q.  Was  he  actuary  of  the  company?  A.  He  was  everything 
pretty  much. 

Q.  Did  he  fix  the  rates  in  the  manner  you  have  stated?  A. 
Why,  he  assured  the  board,  we  were  then  all  bank  men,  and  we 
practically  took  them  on  his  assurance  that  they  were  adequate  and 
right. 

Q.  This  was  at  what  time,  1896?     A.  Oh,  no. 

O.  Earlier  than  1896?     A.  It  was  along  in  1892  of  1893. 
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Q.  Did  you  make  any  change  subsequently?  A.  Yes,  we 
found  that  those  rates  were  inadequate. 

O.  When  did  you  find  it  out?    A.  We  found  it  out  in  1895. 

Q.  How  was  it  brought  to  your  attention  ?  A.  Why,  we  com- 
menced to  get  insurance  books  that  we  never  had  access  to  before, 
and  we  saw  that  the  rates  were  inadequate  right  straight  according 
to  tlie  net  premiums.  For  instance,  you  take  an  age  60  on  a  ten- 
year  term,  we  were  charging  $10.90  per  thousand,  whereas  the 
ordinary  premium,  I  think,  is  somewhere  in  the  neighborhood  of 
fifty  or  fifty-one  dollars. 

Q.  What  justification  did  Mr.  Townsley  have  for  this  method, 
or  suggest?  A.  Well,  he  claims,  that,  I  think  it  was  the  Provi- 
dent Savings,  had  worked  along  on  those  figures  there,  and  they 
had  been  successful,  and  I  don't  know  perhaps  but  what  he 
brought  one  of  the  Connecticut  companies — the  Aetna,  or  one  of 
those  companies  which  did  a  term  business,  and  they  were  able  to 
carry  the  policies  at  about  the  figure  he  indicated  for  a  period  of 
twenty-five  or  thirty  years  without  raising  the  rate. 

Q.  Why  did  not  that  satisfy  you?  A.  Well,  we  consulted  ac- 
tuarial advice  and  we  were  informed  after  taking  regularly  estab- 
lished tables,  the  American  Experience  table  there,  we  were  well 
satisfied  that  those  people  knew  more  than  Mr.  Townsley. 

O.  Who  was  the  actuary  that  you  consulted?  A.  I  think — I 
don't  know  as  we  consulted  any  one  particularly.  Mr.  W.  D. 
Whiting. 

Q.  Did  you  consult  Mr.  Whiting  or  did  he  become  consult- 
ing actuary?  A.  Yes,  Mr.  Whiting  was  actuary  along  in  1897, 
after  Mr.  Townsley  had  been  dismissed  from  our  employ. 
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Q.  When  did  .Mr.  Townsley  leave?    A.  March  26th,  1897. 

Q.  Under  what  circumstances?    A.  Dismissed  by  the  Board. 

Q.  For  what?    A.  Well,  for  deception  of  policyholders. 

Q.  In  what  way?  A.  In  trying  to  get  control  of  the  com- 
pany by  asking  for  proxies  and  sending  out  a  circular  that 
purported  to  come  from  the  Board,  whereas  as  a  matter  of 
fact  the  Board  had  no  knowledge  of  it,  neither  did  the  officers 
give  any  consent  to  it. 

Q.  What  was  done  in  or  about  1896  when  you  elevated  your 
scale  of  premiums?  Did  you  approach  the  premiums  charged 
by  the  old  line  companies?     A.  Yes,  sir. 

Q.  Pretty  closely,  practically  the  same  premiums?  A.  The 
net  premiums  were  exactly  the  same. 

Q.  In  other  words,  although  not  a  level  premium  company, 
and  although  operating  under  the  assessment  law,  you  tried 
to  put  your  premiums  on  a  level  premium  basis  and  to  main- 
tain outside  of  any  legal  requirement,  the  necessary  legal  re- 
serve? A.  Yes,  sir;  and  I  guess  we  are  the  only  companies 
that  are  doing  it. 

Q.  Did  you  in  your  policies  provide  for  cash  values  and 
cash  loans  and  paid-up  insurance  and  so  forth?  A.  Well,  we 
did,  I  think;  the  policies  issued  by  Mr.  Whiting  under  his  su- 
pervision, we  did  provide  for  it,  but  they  were  estimates. 

Q.  They  were  estimates?    A.  Yes,  sir. 

Q.  What  authority  had  you  for  issuing  policies  of  that  de- 
scription as  an  assessment  company?  A.  Well,  there  was  a 
provision  of  law  there  that  gave  the  right;  we  considered  we 
had  the  right,  provided  it  was  only  an  estimate,  to  do  it. 
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Q.  That  is  you  estimated  what  you  thought  you  would  be 
able  to  pay,  but  you  did  not  make  an  absolute  guarantee?  A. 
No. 

Q.  Did  you  submit  your  policy  forms  to  the  Insurance  De- 
partment?   A.  Yes. 

Q.  To  whom  did  you  submit  them  ?  A.  I  cannot  say  for  all 
of  them. 

Q.  What  individuals?  A.  But  when  they  went  up  there 
they  went  to  Mr.  Appleton. 

Q.  You  were  President  of  the  company  during  this  period 
from  1891  on?    A.  Yes. 

Q.  And  before  you  issued  the  payments  substantially  equiv- 
alent to  the  premiums  charged  by  legal  reserve  companies  and 
made  these  estimates  of  returns  in  cash  surrender  values  and 
paid-up  insurance  you  asked  Mr.  Appleton's  approval?  A.  I 
won't  say  certainly  for  that,  Mr.  Hughes,  on  those  policies, 
but  I  know  subsequently  we  did  not  dare  issue  anything  with- 
out going  up  to  Albany. 

Q.  When  you  say  subsequently  you  mean  at  that  time?  A. 
I  should  judge  it  was  in  the  latter  part  of  1898. 

Q.  Well,  were  you  called  down  by  the  Insurance  Depart- 
ment for  issuing  these  policies?    A.  Decidedly  so. 

Q.  About  what  time?  A.  I  should  judge  about  the  latter 
part  of  1888. 

Q.  And  how  long  had  you  been  issuing  them  at  that  time? 
A.  I  should  judge  for  about  a  year  and  a  half  or  a  year. 

Q.  Had  you  during  the  year  and  a  half  had  any  approval 
from  the  department  of  your  course?     A.  That  I  cannot  say. 
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Q.  Had  the  department  been  aware  of  the  policies  you  had 
been  issuing  for  a  year  and  a  half  prior  to  the  time  of  their  ob- 
jection?    A.  Yes,  sir. 

Q.  How  do  you  know  that?  A.  Because  we  were  written 
to  on  several  occasions  there,  that  agents  of  ours  had  been 
representing  that  the  Bankers'  Life  was  an  old  line  company 
and  the  numerous  other  agents  of  other  companies  had  also • 

Q.  Well,  did  you  send  up  copies  of  these  policies  to  the  de- 
partment when  you  first  adopted  them  ?  A.  That  I  cannot  say, 
Mr.  Hughes.  We  adopted  those  policies  under  the  guidance 
of  Mr.  Whiting. 

Q.  The  first  you  heard  of  the  refusal  of  the  department  to 
permit  these  policies  to  be  issued  was  about  the  latter  part  of 
1898?  A.  I  think  it  was  the  latter  part  of  1898  or  the  first 
part  of  1899. 

Q.  And  what  was  the  attitude  of  the  department  taken  at 
that  time?    A.  Very  antagonistic. 

Q.  Well,  definitely,  what  did  they  do?  A.  They  told  us  we 
must  stop  the  issuance  of  those  policies,  and  we  were  compelled 
to  issue  a  policy  which  Mr.  Dawson  drew  up  for  us,  that  really 
did  not  put  in  any  cash  value  whatsoever,  but  under  the  law 
we  had  a  right  to  put  in  a  loan  value;  therefore,  if  a  man 
wanted  to  get  his  cash  value  he  would  take  out  a  loan  and  need 
not  pay  his  loan,  and  therefore  could  get  his  cash  value.  He 
had  the  right  under  the  law, 

Q.  Did  this  take  the  form  of  correspondence  with  the  de- 
partment?    A.  Oh,  my,  yes. 
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BY  MR.  COX : 


Q.  Was  that  in  effect  borrowing  the  money,  and  not  paying 
it  back,  if  he  took  advantage  of  the  loan  value  ?  A.  If  a  party 
for  instance  wanted  to  get  what  would  be  really  due  him,  which 
we  had  charged  him  for  in  his  premium,  the  same  as  an  old 
line  company  would,  and  would  establish,  say  a  cash  value  at 
the  end  of  the  third  year,  the  end  of  the  fourth  year,  the  end 
of  the  fifth  year,  the  sixth  year  and  so  on,  which  is  an  increas- 
ing amount  providing  he  pays  his  premium  under  the  law,  we 
were  allowed  to  give  a  man  a  loan  value.  Now,  all  a  man  had 
to  do  if  he  wanted  to  get  a  surrender  value,  he  could  get  a  loan 
value,  a  loan  equal  to  that  value,  and  pay  us  for  instance  a 
month's  interest.  He  need  not  pay  his  loan  at  the  end  of  the 
one  month ;  he  could  drop  his  policy,  and  therefore  he  has  had 
his  cash  value. 

BY  MR.  HUGHES: 

Q.  Why  would  he  not  be  bound  to  repay  his  loan?  A.  He 
was  not  bound.  You  cannot  make  a  man  pay  his  loan  if  he 
does  not  want  to. 

Q.  Well,  that  may  be  true  of  some  men,  but  not  necessarily 
of  all.  A.  No,  the  policy  provided  that  if  he  did  not  pay  his 
loan  the  policy  would  be  forfeited. 

Q.  So  it  was  a  provision  of  the  agreement  that  the  only 
consequence  of  not  paying  the  loan  was  the  forfeiture  of  the 
policy?    A.  That  is  right. 
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Q.  In  consequence  of  this  attitude  of  the  department  towards 
the  forms  of  policies  you  had  been  issuing,  did  you  offer  to  re- 
incorporate? A.  Yes,  along  I  think  it  was  in  the  middle  of 
December,  1898. 

Q.  Before  that  time  had  you  offered  to  put  up  any  money  un- 
der the  assessment  law?  A.  That  is  so  that  we  could  give 
cash  values? 

Q.  Yes.  A.  Yes,  and  we  were  given  to  understand  that  we 
could  not  do  it ;  that  that  law  was  practically  only  passed  there 
to  cover  certain  policies  which  had  been  issued  by  the  Mutual 
Reserve  Fund. 

Q.  What  law  are  you  referring  to  now?  A.  That  I  don't 
know.  It  is  a  provision  in  the  Insurance  Law.  It  was  a  sep- 
arate act. 

Q.  A  separate  act  passed  in  1898?  A.  I  do  not  know  when 
it  was  passed. 

Q.  Was  it  what  was  called  the  stipulated  premium  law?  A. 
No,  it  was  before  that. 

Q.  It  was  before  that?  A.  Yes,  but  before  that  we  under- 
stood we  had  the  right  to  deposit  securities  with  the  depart- 
ment to  the  amount  of  one  hundred  thousand  dollars,  and  then 
we  could  put  cash  values  in  our  policies. 

Q.  Who  told  you  that  that  was  for  the  Mutual  Reserve? 
A.  Why,  I  think  Mr.  Appleton  told  me. 

Q.  Tell  us  fully  what  took  place  about  that,  so  we  can  iden- 
tify the  law  and  understand  the  transaction.  A.  Well,  we  were 
given  to  understand  that  the  department  up  there,  the  Insur- 
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ance  Department,  had  discretionary  powers  whether  or  not  it 
would  approve  the  security  we  put  up. 

Q.  Did  you  offer  to  put  up  one  hundred  thousand  dollars? 
A.  Yes,  we  were  desirous  of  so  doing. 

Q.  To  whom  did  you  make  that  offer?  A.  It  was  to  Mr. 
Appleton. 

Q.  What  amount  of  securities  did  the  Bankers'  Life  Com- 
pany have  at  the  time  you  made  that  offer?  A.  I  should  judge 
in  the  neighborhood  of  from  four  hundred  dollars  to  five  hun- 
dred dollars. 

MR.  DAWSON :  No,  two  hundred  and  seventeen  thousand 
dollars. 

THE  WITNESS:  Two  hundred  and  seventeen  thousand 
dollars,  was  it? 

Q.  What  was  the  character  of  the  securities  that  you  had? 
A.  Of  the  highest  order. 

Q.  What  do  you  mean  by  that?  A.  Gilt-edged  ♦bonds  and 
mortgages. 

Q.  Was  there  any  question  between  you  and  the  Department 
as  to  your  being  able  to  put  up  any  securities  required?  A. 
No,  sir. 

Q.  What  information  did  you  get  from  the  Department  as  to 
what  would  be  their  requirement?  A.  Well,  we  were  practi- 
cally given  to  understand  that  there  were  no  req.uirements, 
that  we  would  not  be  permitted  to  do  it. 
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Q.  Who  gave  you  to  understand  that?    A.  Mr.  Appleton. 

Q.  What  did  he  say?  A.  That  I  cannot  remember,  the  ex- 
act conversation. 

Q.  Well,  in  substance.  A.  Well,  in  substance  just  what  I 
have  related  to  you. 

Q.  Did  he  say  it  did  not  make  any  difference  how  you  put 
up  the  one  hundred  thousand  dollars,  that  you  would  not  be 
permitted  to  issue  policies  with  cash  values?  A.  Practically 
so,  yes. 

Q.  Did  he  say  that  this  provision  of  law  to  which  you  had 
referred  was  not  applicable  to  you?  A.  He  gave  me  to  un- 
derstand that,  that  we  could  not  come  in  and  take  advantage 
of  it. 

Q.  Did  he  explain  why  ?  Was  it  because  the  law  in  its  terms 
was  not  applicable  to  you,  or  because  the  Department  had  a 
discretion  which  it  would  not  exercise  in  your  favor  ?  A.  Well, 
he  did  not  put  it  as  broadly  as  that.  I  was  given  to  under- 
stand that. 

Q.  Did  he  tell  you  the  law,  according  to  its  terms  was  not 
applicable  to  you?    A.  That  I  cannot  remember. 

Q.  Did  he  say  you  could  get  the  approval  only  by  procuring 
a  mandamus?  A.  Yes,  I  think  he  said  something  to  that  ef- 
fect, that  they  would  havfe  to  be  mandamused,  and  then  it  was 
doubtful  whether  or  no  it  could  be  done. 

Q.  Was  not  his  objection  really  based  on  the  ground  that 
the  law  did  not  embrace  you?     A.  Did  not  what? 

O.  Did  not  embrace  you,  did  not  apply  to  a  company  such 
as  yours?     A.  That  is  the  impression  that  I  gained  from  my 
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conversation  with  him.  You  must  remember,  Mr.  Hughes, 
that  it  was  pretty  hard  for  an  assessment  company  to  go  up 
to  Albany. 

Q.  Well,  why?    A.  I  don't  know. 

BY  MR.  COX : 

Q.  What  do  you  mean  by  that?  A.  Why,  I  went  up  there 
with  Mr.  Julien  T.  Davies,  and  we  were  treated  very  coldly, 
and  I  went  up  there  with  Mr.  Dawson  once  and  was  treated 
the  same  way. 

Q.  Did  they  refuse  you  any  information  you  wanted?  A.  Oh, 
no. 

Q.  In  what  way  were  you  treated  coldly?  Let  us  have  an 
idea  of  what  is  in  your  mind.  A.  Well,  you  know  as  well  as  I 
do  that  you  can  be  treated  very  chilly  in  going  into  a  man's 
office. 

BY  MR.  HUGHES: 

Q.  The  matter  is  too  serious,  Mr.  Morgan,  to  be  regarded 
simply  as  one  of  atmosphere.  Did  you  request  anything  that 
you  were  entitled  to  that  you  didn't  get,  or  did  you  want  to  do 
anything  which  you  were  entitled  to  do  which  you  were  not  al- 
lowed to  do  ?  A.  Why,  we  wanted  to  re-incorporate  under  the 
stipulated  premium  law;  that  was  in  December,  1898.  We  asked 
for  an  examination  of  the  affairs  of  the  company  and  were  prom- 
ised that  they  would  come  down  in  a  few  weeks,  two  or  three 
weeks,  and  examine  us. 
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Q.  You  mean  you  wanted  to  re-incorporate  under  the  stipu- 
lated premium  law?    A.  We  did. 

Q.  Of  1898?  A.  1898— I  think  it  was  1898  that  law  was 
passed. 

Q.  Go  on.  A.  We  waited,  and  asked  again,  and  I  went  to 
Albany  with  Mr.  Davies  and  while  we  were  up  there  he  asked 
me  why  we  did  not  re-incorporate  as  a  regular  old  line  com- 
pany and  not  go  halfway  about  it. 

Q.  Who  asked  you  that?  A.  Mr.  Julien  Davies  made  the 
suggestion  to  me,  and  coming  batk  to  New  York  I  considered 
the  matter  over  night,  and  the  next  day  I  took  steps  to  re- 
incorporate as  an  old  line  company,  and  we  had  correspondence 
with  the  department  after  that,  but  could  not  get  them  to  come 
and  examine  us.  We  were  willing  to  be  examined  and  were 
anxious  to  get  in  as  an  old  line  company  on  account  of  our 
policies,  as  I  have  stated,  having  been  cut  under  the  supervision 
of  the  department  so  they  were  practically  unsalable.  We  were 
anxious  to  become  an  old  line  company  as  rapidly  as  possible 
and  as  soon  as  possible,  so  as  to  get  away  from  that  odium. 

Q.  What  was  the  reason  given  for  not  examining  you?  A. 
That  the  department  was  busy. 

Q.  Had  you  any  reason  to  doubt  that  that  was  the  actual  fact? 
A.  Well,  I  don't  know,  but  it  seemed  very  strange  when  they 
kept  putting  us  off  there. 

O.  How  long  were  you  put  off?  A.  From  December  until 
about  July. 

Q.  December,  1898,  to  July,  1899?    A.  Yes,  sir,  about  that 

Q.  December,   1898,  to  July,   1899?     A.  Yes,  sir,  about  that 
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Q.  Did  you  have  any  talk  with  Mr.  Appleton,  or  any  one  else 
in  the  department  with  regard  to  your  re-incorporation  under 
the  stipulated  premium  law?    A.  Yes. 

Q.  What  was  that  conversation,  or  the  substance  of  it?  A. 
That  I  cannot  recollect  at  the  time,  but  I  think  Mr.  Appleton 
himself  suggested  that  we  would  become  an  old  line  company. 

BY  THE  CHAIRMAN: 

Q.  Did  he  state  any  reason  why  you  should  not  re-incorpor- 
ate under  the  stipulated  premium  plan?  A.  No,  he  did  not.  We 
could  have  re-incorporated  under  that,  but  when  I  came  back 
from  Albany  with  Mr.  Davies  there  we  made  up  our  minds  to 
go  right  in  as  an  old  line  company.  We  thought  it  was  better 
for  the  simple  reason  that  under  .the  stipulated  premium  law  if 
we  once  got  in  there  we  could  not  get  out.  We  saw  no  loop- 
hole if  we  once  got  in. 

BY  MR.  HUGHES: 

Q.  The  Mutual  Reserve  Fund  got  out  very  quickly?  A. 
They  were  not  a  stipulated  premium  compan>,  the  Security  Mu- 
tual of  Binghamton  is  the  only  one  thjit  has  taken  advantage  of 
that. 

Q.  I  intended  to  say  the  Security  Mutual  and  not  the  Mutual 
Reserve.    A.  I  don't  know  how  they  did  it. 

O.  They  did  it  under  the  terms  of  the  law,  did  they  not?  A. 
I  don  t  know. 
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Q.  That  is  a  matter  you  have  not  made  a  special  study  of? 
A.  No,  I  have  not. 

Q.  Did  the  Department  urge  you  to  re-incorporate  under  the 
stipulated  premium  law?    A.  No,  they  did  not. 

Q.  Did  you  finally  procure  an  examination?    A.  We  did  sir, 

Q.  In  or  about  the  middle  of  1899?    A.  About  that  time. 

Q.  Did  you  have,  prior  to  that  examination  and  your  re- 
incorporation as  an  old  line  company  a  sufficient  reserve  for  the 
purpose?    A.  We  did. 

Q.  Did  you  have?  A.  No,  we  had  to  have  the  one  hundred 
thousand  dollars  capital. 

Q.  You  had  to  have  the  $100,000  capital?  A.  That  added, 
gave  us  sufficient  reserve  to  meet  the  requirements. 

Q.  Did  you  have  a  reserve  in  excess  of  what  was  required 
under  the  stipulated  premium  law?    A.  Yes,  sir. 

O.  It  is  a  fact  that  at  this  time  toward  the  end  of  1898  there 
had  been  a  good  deal  of  criticism  of  the  stipulated  premium 
law?  A.  Well,  there  was  only — I  don't  know  as  the  Security 
Mutual  had  even  re-incorporated  under  that  law  at  that  time, 
but  there  was  quite  a  little  discussion  among  insurance  men  as 
to  that  method  of  procedure.  I  did  not  think  as  far  as  myself, 
that  it  was  secure  enough  for  a  policyholder. 

Q.  Well,  it  was  more  secure  than  the  assessment  law?  A. 
Yes,  as  the  law  went,  but  not  as  regards  what  we  were  doing. 

Q.  But  as  you  were  not  confined  to  the  requirements  of  the 
law  as  an  assessment  company  so  far  as  maintaining  what  you 
thought  was  a  sufficient  reserve,  you  would  have  been  in  equally 
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as  good  a  position  under  the  stipulated  premium  law?  A.  Yes, 
we  would  have. 

O.  Was  not  the  real  point  that  you  wanted  to  get  the  advant- 
age if  you  put  up  one  hundred  thousand  dollars,  of  being  an  old 
line  company,  and  did  not  want  to  stop  under  a  law,  the  purpose 
and  scope  of  which  was  a  good  deal  attacked?    A.  Yes. 

Q.  When  were  you  re-incorporated?  A.  I  think  it  was  Oc- 
tober 26th,  1899,  about  that  date,  or  October  24th. 

Q.  Had  you  previous  to  that  been  allowed  by  the  Department 
to  promise  cash  loans  not  exceeding  the  actual  reserve  and  also 
dividends?    A.  Yes,  sir. 

Q.  Did  you  put  up  $100,000  for  that  purpose.    A.  No. 

Q.  Why  had  not  you  secured  that  before?  I  do  not  under- 
stand why  you  should  have  been  able  to  get  that  privilege  at  that 
time,  and  not  have  been  able  to  get  it  earlier?  A.  Well,  we  had 
the  estimated  cash  loan  and  surrender  values  in  the  policies  and 
they  made  us  withdraw  those  policies,  and  then  these  policies — 
we  agreed  to  give  a  loan  to  the  amount  not  exceeding  the  loan 
on  the  policies.  It  was  substituted  along,  I  think,  in  February, 
1899,  pending  the  examinations. 

O.  And  that  was  the  change  to  which  you  referred  a  little 
while  ago  when  you  referred  to  the  substitution  of  loans  for 
cash  surrender  values?    A.  Yes,  sir. 

Q.  How  was  the  money  raised  for  the  one  hundred  thousand 
dollars  capital  required  when  you  became  an  old  line  stock 
company  ?    A.  Paid  in  cash  by  the  subscribers. 

Q.  Did  you  put  up  any  part  of  it  ?    A.  Yes. 

Q.  How  much?    A..  $51,000  or  a  little  over. 
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Q.  And  where  was  the  balance  obtained?  A.  From  other  Di- 
rectors and  some  policyholders. 

Q.  Who  were  they?  A.  Well,  there  was  Mr.  A.  B.  Hepton, 
Mr.  William  A.  Nash,  Charles  H.  Fancher,  E.  D.  Butler,  E.  C. 
Elder — do  you  want  any  more?    I  cannot  remember  them  all. 

Q.  Did  you  raise  any  on  loans?    A.  We  did. 

Q.  From  whom,  or  from  what  bank?  A.  I  got  the  Corn  Ex- 
change Bank,  and  then  afterward  split  up  with  different  banks, 
four  or  five  other  different  banks,  or  six. 

Q.  Did  you  get  any  from  the  Irving  National?    A.  I  did. 

Q.  That  was  the  bank  of  which  Mr.  Fancher  was  President, 
was  it  not  ?    A.  Yes,  sir. 

Q.  When  you  changed  to  a  regular  company  how  did  you 
overcome  the  difficulties  which  you  had  in  the  way  of  procuring 
an  examination  so  that  you  could  re-incorporate,  who  was  your 
counsel?  A.  Oh,  that  represented  us  at  Albany?  General  John 
W.  Hoagland. 

Q.  Of  Syracuse  ?    A.  Yes,  of  Hancock,  Hoagland  &  Ryan. 

Q.  Did  he  represent  you  there  ?    A.  Yes. 

Q.  Had  he  been  your  attorney  previously?  A.  No,  he  had 
not. 

Q.  Was  he  employed  for  this  purpose?    A.  He  was,  sir. 

Q.  When  was  he  employed  ?  A.  I  cannot  tell  the  exact  date ; 
it  was  some  time  either  in  June  or  July. 

Q.  Can  you  tell  just  when  it  was  when  you  had  the  examina- 
tion?   A.  Well,  it  took  several  weeks;  I  should  say  in  August. 

Q.  Of  1899?    A.  Of  1899.    It  was  during  the  summer  of  1899. 
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Q.  When  was  it  that  you  retained  General  Hoagland?  A.  I 
think  in  July. 

Q.  1899?    A.  1899. 

Q.  When  was  it  that  you  first  requested  an  examination?  A. 
In  December,  1898. 

Q.  Who  was  superintendent  of  insurance  at  that  time?  A. 
Mr.  Payn. 

Q.  How  long  did  he  remain  superintendent?  A.  Well,  now, 
that  I  cannot  tell.  But  I  should  imagine  it  was  close  to  1900.  I 
do  not  know  whether  Mr.  Payn  was  superintendent  at  the  time 
we  re-incorporated  or  not.    He  went  out  of  office  there  about — 

Q.  Did  Mr.  Payn  go  out  of  office  about  the  spring  of  1899? 
A.  That  I  cannot  tell  you;  I  think  the  Insurance  Journal  here 
will  tell  you,  the  report. 

Q.  What  change  was  made  when  you  reorganized  to  a  reg- 
ular level  premium  company  with  regard  to  the  forms  of  your 
policy  ?  A.  Why,  then,  we  issued  policies  there  such  as  all  the 
companies  do,  giving  fixed  guaranty  values,  and  guaranty  rates 
which  we  are  compelled  to  do  under  the  law,  that  is  as  regards 
the  rates,  and  charged  practically  the  same  premiums  that  we 
had  been  charging.  I  don't  know  whether  we  altered  the  rates 
at  all. 

Q.  Did  you  adopt  a  preliminary  term  policy  at  that  timer  A. 
We  did. 

Q.  What  kind  of  a  preliminary  term  policy  was  it?  A.  Well, 
it  is  somewhat  different  from  what  most  companies  used.    The 

whole For  instance,  take  an  ordinary  life  policy,  that  was  our 

preliminary  term  rate.  That  policy  was  valued  for  the  first  year 
as  one  year  term.    In  subsequent  years  they  were  valued  right 
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straight  for  the  face  of  the  policy ;  that  is,  the  full  amount  of  the 
premium,  just  the  same  as  any  old  line  company.  When  we 
came  to  a  twenty  payment  policy — I  guess  you  know  what  a 
twenty  payment  policy  is  by  this  time — there  was  an  excess  de- 
posit. For  instance  on  an  ordinary  life  the  premium  would  be 
one  hundred  dollars;  on  a  twenty  payment  life,  perhaps  the 
premium  would  be  $130.  We  only  charged  for  the  preliminary 
time  on  that  on  the  ordinary  life  basis.  Our  commissions  were 
based  entirely  on  the  ordinary  life  rate.  That  extra  thirty  dol- 
lars was  put  aside  as  a  deposit  to  the  credit  of  that  policy. 
Therefore,  on  a  twenty  payment  policy  we  only  paid  on  the  or- 
dinary life  rate  the  commissions,  just  the  same  as  on  the  ordin- 
ary life.  On  a  twenty  payment  policy  the  premium,  $130,  we 
would  only  pay  commissions  on  one  hundred  dollars  of  it,  sa  it 
made  the  percentage  less  on  a  twenty  payment  than  it  would  on 
an  ordinary  life. 

Q.  How  does  that  form  of  preliminary  term  policy  differ  from 
the  one  ordinarily  in  use  at  the  present  time?  A.  Why,  they  take 
the  whole  of  the  first  year's  premiums.  For  instance,  they 
would  take  the  whole  $130. 

BY  THE  CHAIRMAN: 

Q.  In  order  to  get  those  da:tes  straightened  out,  does  Mr. 
Morgan  remember  who  was  superintendent  when  they  exam- 
ined in  1899? 

BY  MR.  HUGHES: 

Q.  Who  was  superintendent  when  you  were  examined?  A.  I 
am  inclined  to  think  it  was  Mr.  Payn. 
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Q.  Are  you  not  mistaken  about  that? 

THE  CHAIRMAN:  Yes,  he  must  be. 

THE  WITNESS:  The  records  down  at  the  ofBce  will  show 
whether  it  was  Mr.  Hendricks  or  Mr.  Payn.    I  don't  know  who. 

Q.  How  did  you  happen  to  go  to  Syracuse  for  an  attorney? 
A.  We  did  not  go  there,  but  we  heard  of  Mr.  Hoagland  through 
a  Mr.  Dexter,  one  of  our  policyholders  and  a  friend  of  one  of  the 
employes  of  the  company,  and  we  heard  that  Mr.  Hoagland  was 
a  very  good  man,  and  that  he  would  be  listened  to  at  Albany. 

BY  MR.  COX : 

Q.  Did  you  ever  have  occasion  to  appear  before  the  Depart- 
ment with  Mr.  Hoagland  as  attorney?    A.  Yes. 

Q.  Was  your  treatment  any  different  when  you  had  him  as  at- 
torney than  it  was  before  ?    A.  Yes,  sir. 

Q.  The  atmosphere  had  changed?    A.  Very  decidedly. 

BY  MR.  HUGHES: 

Q.  When  was  that?  A.  I  was  summoned  up  to  Albany  I 
should  judge — we  expected  to  get  our  certificate  along  in  Octo- 
ber, and  I  was  summoned  up  there  over  the  phone  by  Mr.  Ap- 
pleton,  that  there  were  some  tangle  up  there  that  they  could 
not  seem  to  straighten  out;  so  when  I  telephoned  to  General 

559° 


Testimony  of  Richard  Morgan 

Hoagland  at  Syracuse  to  meet  me  at  the  Department  on  the 
following  day  and  I  went  up  on  the  Empire  State.  At  that  meet- 
ing there  was  'Mr.  Appleton,  there  was  Mr.  Patterson,  an  actu- 
ary of  the  Department;  Mr.  Vanderpoel  and  Mr.  Payn — ^he  was 
Mr.  Payn's  personal  counsel,  and  his  name  was  Judge  Cady 
Herrick  or  Rider  Cady. 

Q.  D.  Rider  Cady?  A.  Came  from  down  Hudson  somewhere 
— Mr.  Payn's  personal  counsel.  So  Mr.  Payn  was  in  there  at 
the  time  I  got  the  summons. 

Q.  What  did  you  accomplish  at  that  time  you  hadn't  been 
able  to  accomplish  before?  A.  I  was  told  we  would  have  to 
take  up  all  of  our  old  policies,  assessment  policies,  and  issue 
fixed  policies  for  them.  I  said  that  would  take  over  a  year  to 
get  them  all  up;  perhaps  we  would  never  get  them  up  again.  I 
proposed  that  inasmuch  as  our  premium  rates  were  sufificient 
with  the  exception  of  a  few  of  the  ten-year  term  policies  issued 
between  the  ages  of  fifty-eight  and  fifty-nine,  that  we  would  be 
willing  to  guarantee  the  rates  on  every  policy  which  we  had  is- 
sued and  send  out  a  waiver  on  behalf  of  the  company,  stating  to 
the  policyholder  that,  becoming  an  old  line  company,  we  here- 
by waive  the  right  to  any  additional  assessments  otherwise  than 
those  stated  in  the  policy. 

Q.  Was  that  satisfactory?    A.  It  was. 

Q.  Apparently  the  position  of  the  Department  was  well  taken, 
wasn't  it?    A.    On  that  point? 

Q.  Yes.  A.  On  that  particular  point,  yes;  but  they  did  not 
broach  that  to  me  until  they  summoned  me  up  there  that  day. 
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Q.  Was  it  their  suggestion  that  you  should  do  this?  A.  No, 
I  suggested  it  myself. 

Q.  If  you  had  not  suggested  it,  then  their  objection  would 
have  remained  a  valid  one?  A.  I  suppose  so.  They  did  not 
see  a  way  out  of  it.    I  did. 

Q.  Do  you  think  it  was  their  business  to  find  a  way  out  of  it? 
A.  I  should  think  they  might  have  made  a  suggestion. 

Q.  The  real  point  is  that  the  objection  that  they  made  was  a 
proper  one,  and  you  found  a  way  to  meet  it?  A.  That  is  it. 
There  was  no  antagonism  on  their  part  as  regards  it,  not  at  all. 

Q.  How  much  did  you  pay  General  Hoagland?  A.  For  that 
and  for  another  matter  where  there  was  a  complaint  made,  I 
think  from  Mr.  Townsley's  cousin,  we  paid  General  Hoagland 
$2,000  in  all. 

Q.  How  many  times  did  General  Hoagland  go  to  Albany  for 
you?  A.  That  I  could  not  tell  you;  he  was  there  a  number  of 
times,  and  was  down  here  to  the  city  also. 

Q.  He  represented  you  as  attorney  for  some  time  ?  A.  Yes, 
sir. 

Q.  For  how  long?    A.  Oh,  I  guess,  for  a  year. 

Q.  You  paid  him  $2,000  all  told?    A.  $2,000  all  told. 

Q.  Was  your  right  to  issue  preliminary  term  policies  ques- 
tioned in  any  jurisdiction?    A.  Yes,  in  Vermont. 

Q.  Did  you  have  a  litigation  over  it  there?    A.  We  did. 

Q,  And  what  was  the  result?  A.  We  opposed  the  decision 
of  the  Insurance  Department  in  the  Supreme  Court  there,  and 
they  declared  that  our  contention  as  regards  the  preliminary 
term  was  correct. 
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Q.  That  was  on  the  modified  preliminary  term  that  you  first 
mentioned?    A.  That  was  it. 

Q.  When  was  that  decision  in  Vermont?  A.  I  think  it  was  in 
either  the  latter  part  of  1901  or  the  early  part  of  1902. 

Q.  Now,  having  reincorporated  in  1899,  the  loans  which  had 
been  obtained  for  the  purpose  of  enabling  you  to  put  the  $100,- 
000  required  to  acquire  the  stock  became  payable  when?  A.  It 
was  a  demand  loan. 

Q.  When  was  the  demand  made  ?  A.  Well,  I  cannot  say  ex- 
actly. 

Q.  About  1902?  A.  Somewheres  in  that  year.  There  was  a 
demand  made  by  the  Corn  Exchange,  I  think,  prior  to  that — 
1901  we  paid  off  part  of  that. 

Q.  How  much  of  the  stock  was  up  as  collateral?    A.  All  of  it. 

Q.  The  whole  thousand  shares  ?    A.  No. 

Q.  What  was  the  amount  of  the  stock?  A.  $100  a  share; 
what  I  had  was  520  shares — something  between  526  and  530. 

Q.  Was  that  sold  out  ?    A.  It  was. 

Q.  When  was  it  sold?    A.  I  sold  it  myself. 

Q.  Wasn't  it  sold  for  non-payment  of  the  loans  ?  A.  Not  ex- 
actly. 

Q.  What  was  the  transaction?  A.  I  sold  it  at  private  sale  to 
Mr.  Fancher. 

Q.  Mr.  Fancher,  president  of  the  Irving  Bank?  A.  The  Irv- 
ing Bank. 

Q.  Was  he  an  officer  of  the  company?  A.  No.  I  won't  say 
it  was  Mr.  Fancher.  He  made  the  bargain.  It  was  Mr.  Fan- 
cher or  Mr.  Demarest. 
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Q.  Was  Mr.  Fancher  connected  with  the  company  at  thsrt 
time  ?    A.  He  was. 

Q.  Was  Mr.  Demarest  connected  with  the  company?  A.  He 
was  not. 

Q.  What  was  Mt.  Fancher's  relation  to  the  company?  A.  I 
think  he  was  first  vice-president. 

Q.  At  what  price  did  you  sell  it?    A.  120. 

Q.  Did  they  resell  it?    A.  They  did. 

Q.  Within  what  time?  A.  I  should  judge  it  was  within  sixty 
days — something  like  that. 

Q.  At  what  price  ?    A.  300,  I  beUeve. 

Q.  To  whom?  A.  To  the  Knickerbocker  Investment  Com- 
pany, I  believe  it  is. 

Q.  Why  did  you  sell  at  120?  A.  Well,  I  didn't  want  to  make 
any  profit  on  it  other  than  to  just  get  me  out  whole  on  it.  Of 
course,  we  had  not  paid  any  dividends  on  the  stock  there,  and 
during  the  Townsley  litigation  I  had  to  go  in  debt. 

Q.  What  was  the  Townsley  litigation?  A.  We  dismissed 
him,  as  I  told  you,  for  that  proxy  business,  and  then  he  sued 
us  for  $365,000. 

Q.  What  became  of  that  suit?  A.  He  got  a  verdict  for  $50,- 
000;  judgment  was  arrested,  tried  before  the  Appellate  Divi- 
sion, and  it  was  unanimously  turned  down— reversed. 

Q.  What  happened  then?  A.  Well,  he  sued  over  again  for 
$500,000,  but  after  his  testimony  was  all  in  he  had  forgotten  to 
amend  his  complaint,  and  I  think  it  was  Judge  Bischoff  there 
said  he  could  only  sue  for  the  $365,000,  inasmuch  as  he  had  not 
amended,  so  the  jury  gave  him  a  verdict  for  $10,000,  which  the 
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company  paid  promptly,  because  the  Appellate  Division  there 
cost  us  more  than  that  in  the  first  case. 

Q.  When  did  you  retire  as  president?    A.  September  the  ist, 
I  think  it  was,  1902. 
Q.  And  who  succeeded  you?    A.  Mr.  Charles  H.  Fancher. 
Q.  That  was  after  the  purchase  of  the  stock  ?    A.  Yes,  sir. 
Q.  How  long  did  he  remain  president?    A.  Why,  I  think  until 
the  1st  of  January  that  next  year. 

Q.  Who  succeeded  him?  A.  Mr.  Foster  M.  Voorhes,  ex- 
Governor  of  New  Jersey. 

Q.  That  was  after  the  sale  to  the  Knickerbocker  Investment 
Company  and  after  the  stock  had  been  put  in  a  voting  trust  ?  A. 
Yes,  sir. 

Q.  The  stock  that  you  sold  with  other  shares  were  put  into 
a  voting  trust,  under  which  they  still  remain?    A.  Yes. 

Q.  That  voting  trust  was  a  compromise  after  the  transfer  of 
the  shares  of  stock  to  the  Knickerbocker  Investment  Company, 
occasioned  by  the  fact  that  the  purchasers  had  not  taken  the 
precaution  to  procure  a  resignation  from  the  Board  of  Direc- 
tors? A.  Well,  that  I  don't  know;  I  was  not  in  the  board  at 
that  time. 

Q.  Wasn't  it  a  result  of  the  objection  of  the  minority  interest 
represented  in  the  board  to  the  transfer  ?    A.  Yes. 

Q.  And  they  did  not  resign,  but  continued  in  office?  A.  They 
did. 

Q.  And  the  result  was  a  voting  trust  ?     A.  Was  formed  ? 
Q.  Was  formed,  and  Mr.  Voorhes  represented  the  purchasers 
of  the  stock  and  Mr.  Sherer  represented  the  minority  represented 
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in  the  board,  and  they  nominated  Governor '  Stokes  ?  A.  No,  I 
think  it  is  just  the  other  way.  I  think  that  Governor  Stokes  rep- 
resented the  Knickerbocker  people 

Q.  We  have  the  papers,  I  think,  which  show  that?  A.  And 
then  between  the  two  of  them,  Mr.  Voorhes — ^I  don't  know. 

Q.  You  are  not  sure  of  that?  I  think  that  is  fully  covered  by 
the  report  of  the  Referee  already  in  evidence?  A.  Mr.  Odell's 
report,  yes. 

Q.  Now  since  that  time  what  has  been  your  connection  with 
the  company — have  you  had  active  charge  of  any  part  of  this  busi- 
ness? A.  I  have — that  is,  the  adjustment  of  its  ten-year  term 
policies — those  ones  I  told  you  about  with  the  inadequate  rates. 

Q.  Have  you  had  anything  to  do  with  the  general  management 
of  the  company  ?     A.  Only  as  a  Director. 

MR.  HUGHES:  Will  you  withdraw?  Mr.  Stokes,  will  you 
take  the  stand  ? 

HOWARD  K.  STOKES,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Mr.  Stokes,  what  is  your  connection  with  the  Bankers'  Life 
Insurance  Company  ?     A.  Third  Vice-President  and  Treasurer. 

Q.  How  long  have  you  held  those  offices  ?  A.  Since  some  time 
in  June,  1903. 

Q.  Have  you  the  management  of  the  company  ?     A.  No,  sir. 
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Q.  Who  does  take  charge  of  the  general  affairs  of  the  company? 
A.  The  Executive  Committee,  Board  of  Directors  and  Executive 
Committee. 

Q.  And  who  is  the  active  man  in  the  direction  of  affairs?  A. 
At  the  present  time  ? 

O.  Yes.     A.  I  presume  I  am  at  the  present  time,  yes,  sir. 

Q.  Is  this  a  Ust  of  the  securities  now  owned  by  your  company,  a 
complete  list?  A.  I  assume  that  it  is,  Mr.  Hughes.  It  was  made 
up  by  our  Secretary  who  has  those  matters  in  charge. 

MR.  HUGHES :  I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  821  for  identification. J  " 

Q.  Is  this  a  complete  list  of  the  purchases  and  sales  of  securi- 
ties during  the  last  ten  years  (showing  witness  paper)  ?  A.  Yes, 
sir. 

(Paper  marked  Exhibit  822  for  identification.) 

Q.  Is  this  a  complete  list  of  your  collateral  loans  for  ten  years 
last  past  (showing  witness  paper)  ?     A.  Yes,  sir. 

MR.  HUGHES :  Mark  that  for  identification. 

(Paper  marked  Exhibit  823  for  identification.) 

Q.  Does  your  company  invest  in  stocks?  A.  It  has  a  few, 
stocks,  stocks  in  the  Consolidated  Gas  Company,  in  the  Chicago^ 
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Milwaukee  &  St.  Paul  Railroad  and  the  American  Telegraph  & 
Telephone.  That  is  the  only  three  stocks  we  hold  according  to  my 
recollection. 

Q.  Out  of  the  total  of  securities  of  $1,035,668.74  in  book  value, 
what  is  the  amount  of  stocks  which  you  hold?  A.  About  $38,- 
-000 — they  are  not  separated  here. 

Q.  Has  your  company  participated  in  any  syndicates  ?  A.  Not 
that  I  know  of,  sir. 

Q.  Has  any  officer  of  your  company  entered  into  any  syndicate 
or  participation  in  any  underwriting  where  the  company  has  pur- 
-chased  any  of  the  securities  floated  by  it?  A.  No,  sir,  not  to  my 
knowledge. 

Q.  Has  your  company  made  any  contributions  for  political  pur- 
:poses?     A.  No,  sir. 

Q.  To  any  party?    A.  No,  sir. 

Q.  Or  in  any  campaign,  State,  national  or  local?     A.  No,  sir. 

O.  Has  your  company  made  any  payments  in  connection  with 
matters  of  legislation?'   A.  No,  sir. 

Q.  Have  you  ever  paid  any  money  to  Andrew  Hamilton?     A. 

No,  sir. 

Q.  Or  William  H.  Buckley?    A.  No,  sir. 

Q.  Or  A.  C.  Fields?     A.  No,  sir. 

Q.  Have  you  made  any  payments  whatever  as  contributions  to 
"any  organization  or  association  for  the  purpose  of  facilitating  leg- 
islation or  opposing  it  ?    A.  No,  sir. 

Q.  What  proportion  of  your  business  is  written  on  the  deferred 
■dividend  plan?     A.  I  cannot  answer  that  question. 

Q.  Who  would  be  able  to  answer  that — your  Actuary?    A. 
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The  Secretary  and  Actuary,  he  is  prepared  to  answer  on  matters 
of  that  kind. 

Q.  Is  he  here  ?     A.  Yes,  sir. 

MR.  HUGHES  :  Will  you  withdraw  a  minute,  please  ? 

EDMUND  L.  BAYLIES,  resumed. 
BY  MR.  HUGHES: 

Q.  Have  you  produced  the  books  showing  the  receipts  and  dis- 
bursemients  in  connection  with  the  mortgage  tax  matter  last 
spring  ?  A.  I  have  the  book  here  before  the  Committee.  It  covers 
the  entire  period,  both  while  I  was  Treasurer  and  while  Mr.  Mar- 
ling was  Treasurer  when  I  went  away  in  May,  as  I  have  already 
testified. 

Q.  How  much  of  the  money  contributed  was  contributed  by  in- 
surance companies?     A.  $i,ooo. 

Q.  Which  were  the  companies  that  made  those  contributions? 
A.  It  was  contributed  $500  by  the  Germania  and  $500  by  the 
Comptroller  of  the  Metropolitan  Life. 

Q.  What  institutions,  not  giving  the  names,  but  what  classes  of 
persons  or  institutions  contributed  the  residue?  A.  They  were 
trust  companies  who  were  interested  in  that  clause  of  the  bill  re-- 
lating  to  trust  mortgages,  and  builders  who  were  interested  in 
building  operations  and  who  thought  that  their  rates  would  be  put 
up  by  the  tax  bill  if  passed,  real  estate  brokers  who  feared  that  the 
bill  would  injure  their  business'  and  then  also  the  classes  of  whorq 
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I  have  already  spoken ;  that  is,  the  individuals  who  were  lenders 
of  money  and  individuals  who  were  borrowing  money. 
Q.  What  was  the  total  amount? 

THE  CHAIRMAN:  You  forgot  the  one  important  class  of 
banks  and  bankers  who,  I  notice,  were  largely  interested. 

A.  I  should  have  stated  that  and  the  reason  why  that  class  con- 
tributed was  that  the  committee,  as  a  substitute  for  the  Mortgage 
Tax  Bill,  proposed  a  bill  in  which  the  bankers  of  this  city  were 
very  vitally  interested,  which  was  a  bill  to  tax  all  securities, 
whether  issued  in  this  State  or  elsewhere,  and  secured  by  mort- 
gage or  not — that  is  the  class  of  railroad  bonds  that  are  generally 
■dealt  in  in  the  New  York  Stock  Exchange,  it  was  proposed  in  a 
bill  that  was  presented  to  the  Governor,  the  passage  of  which  was 
urged,  that  a  tax  should  be  imposed  on  those  securities,  the  amount 
of  which  was  very  large,  going  into  the  hundreds  of  millions,  and 
it  was  thought  that  securities  issued  by  companies  in  other  States 
should  pay  a  tax  of  one-half  of  one  per  cent,  so  that  the  securities 
would  not  be  declared  taxable ;  for  that  reason  we  appealed  to  the 
bankers. 

BY  MR.  HUGHES: 

Q.  What  was  the  total  then  ?     A.  $22,580. 

Q.  How  much  of  that  was  disbursed  for  advertising?  A.  I 
make  up  the  advertising,  postage  and  postal  cards  together  $9,- 
369.09. 
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Q.  How  much  was  paid  for  legal  expenses?  A.  Some  ten  dif- 
ferent attorneys  in  New  York  City  and  in  the  western  part  of  this 
State  and  some  in  Albany — only  two  a  few  hundred  dollars  in 
Albany — received  $5,065.17.  I  would  say  that  the  members  of 
the  Committee  who  had  charge  of  this  matter  made  no  charge  for 
their  services  except  in  the  case  of  Mr.  Van  Ingen,  who  practically 
spent  some  four  months  of  his  time  to  the  exclusion  of  all  other 
business  traveling  over  the  State  and  being  in  Albany. 

Q.  How  much  was  he  paid?  A.  There  passed  through  Mr. 
Van  Ingen's  hand  $7,818.37.  I  think  that  his  personal  participa- 
tion in  that  amount  would  be  between  four  and  five  thousand  dol- 
lars that  he  received  for  his  personal  services. 

THE  CHAIRMAN :  The  witnesses  who  have  been  requested 
to  be  here  and  have  not  been  called  will  kindly  be  here  sharply  at 
half  past  ten  in  the  morning,  to  which  time  the  Committee  will  now 
adjourn. 

Adjourned  to  10.30  A.  M.,  December  21st,  1905. 
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ALDERMANIC  CHAMBER, 
City  Hall,  New  York  City. 

December  21st,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

HOWARD  K.  STOKES,  resumed. 

BY  MR.  HUGHES : 

Q.  Your  company  was  recently  examined  by  the  Insurance 
Department?  A.  Yes,  sir;  examined  the  latter  part  of  last 
year. 

MR.  HUGHES:  I  will  offer  in  evidence  the  report  of  the 
Insurance  Department  or  rather  the  chief  examiner  under  it 
of  March  13,  1905. 

Report  marked  Exhibit  824  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  What  is  the  amount  of  the  salary  paid  your  President? 
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A.  We  have  no  President  just  now.    The  President  of  the  com- 
pany resigned  the  1st  of  November.    We  have  no  President. 

Q.  Who  is  the  acting  President  ?    A.  I  am. 

Q.  What  was  the  salary  of  the  President  prior  to  his  resig- 
nation?   A.  $8,000  a  year. 

Q.  How  long  had  that  been  the  case  ?  A.  Since  he  came  with 
the  company  in  January,  1903. 

Q.  What  was  his  interest  in  the  company  personally — was  he 
a  stockholder?    A.  Yes,  sir. 

Q.  Holding  how  many  shares  of  stock?  A.  I  think  he  holds 
ten — I  am  not  positive,  but  I  think  it  is  ten. 

Q.  Was  he  a  policyholder  in  the  company  ?    A.  Yes,  sir. 

Q.  To  what  amount?    A.  $5,000,  I  think. 

Q.  What  are  the  otBer  salaries  paid  by  the  company?  A.  We 
pay  the  medical  director  $4,500.  I  may  say,  Mr.  Hughes,  that 
the  salaries  have  recently  been  slightly  changed. 

Q.  Well,  if  you  can  give  me  a  statement  of  what  they  were 
and  what  they  now  are?  A.  The  salary  of  the  medical  director 
was  $5,500,  and  changed  to  $4,500  from  the  ist  of  November. 
The  general  counsel,  salary  $3,500;  the  secretary  of  the  company, 
salary  $2,700.     Those  are  all  of  what  we  call  the  official  force. 

Q.  Those  are  all  the  executive  officers'  salaries?  What  is 
your  salary?    A.  I  don't  have  any  salary. 

Q.  You  have  none  at  all?    A.  No. 

Q.  You  never  have  had  a  salary?  A.  I  had  a  salary  until 
November  ist. 

Q.  What  was  your  salary?    A.  $4,000. 

Q.  That  was  relinquished  entirely  ?    A.  Yes. 

Q.  What  was  the  reason  of  the  reduction  in  the  salary  list 
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November  ist?  A.  The  President  resigned  and  it  was  thought 
advisable  to  make  some  other  changes  in  the  way  of  economies. 

Q.  To  what  extent  did  you  introduce  economies  at  that  time  ? 
A.  Discharged  some  of  the  employees  in  the  office  and  have 
reduced  the  amounts  of  money  usually  advanced  to  agents  and 
various  other  economies,  amounting  I  should  think,  maybe  five 
to  eight  hundred  dollars  a  week  altogether. 

Q.  Your  expenses  apparently  in  1904  were  $283,586.  What 
do  you  estimate  that  amount  to  be  in  the  year  1905  ?  A.  I  have 
not  estimated  that,  Mr.  Hughes. 

Q.  You  estimate  that  it  will  be  considerably  less  ?  A.  Yes,  sir, 
it  will  be  less — ^I  cannot  say. 

Q.  What  rate  of  commissions  do  you  pay  to  agents  ?  A.  We 
pay  65  per  cent,  of  the  first  year's  commissions,  15  per  cent, 
second  year  and  7-^  for  the  life  of  the  policy  on  three  chief  forms 
of  policies,  that  is  the  ordinary  life,  twenty  year  life  and  twenty 
year  endowment,  and  other  commissions  are  graded  and  are  less 
than  that. 

Q.  Can  you  tell  me  if  those  are  the  correct  amounts  of  the 
new  business  written  by  your  company  since  1898  (showing  wit- 
ness Blue  Book)  ?  A.  No,  sir,  I  cannot  tell  you  that  they  are. 
I  have  no  way  of  verifying  them  except  by  the  books  of  the  com- 
pany. 

Q.  You  have  not  a  statement  here  ?  A.  I  think  probably  the 
secretary  has  in  those  technical  matters. 

Q.  How  did  you  or  how  do  you  estimate  the  amount  which 
can  be  profitably  expended  in  the  obtaining  of  new  business  ?  A. 
1  can  estimate  it  by  taking  the  amount  on  the  average  which 
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it  will  be  probably  necessary  to  set  aside  as  reserve,  and  take  the 
remaining  sum. 

Q.  Be  necessary  to  set  aside  as  reserve  out  of  what?  A.  Out 
of  the  first  year's  premiums. 

Q.  Do  you  do  that,  as  a  matter  of  fact — is  that  your  general 
method?    A.  Yes,  sir. 

Q.  And  you  take  into  consideration  the  probable  gain  in  mor- 
tality on  the  first  year's  business  ?    A.  Yes,  sir. 

Q.  Have  you  practically  proceeded  in  accordance  with  what 
is  known  as  the  selected  and  ultimate  method  ?  A.  I  don't  know 
what  you  mean  by  that. 

Q.  Have  you  estimated  that  you  could  profitably  expend  for 
getting  new  business  the  amount  of  the  first  year's  premiums 
after  deducting  what  could  be  set  aside  for  reserve  upon  the  val- 
uation of  the  business  for  the  first  year  as  term  business?  A. 
Yes,  sir. 

MR.  HUGHES :  I  read  from  the  Blue  Book  the  amounts  ex- 
pended from  1899  in  all  to  1904  inclusive : 

1899 $223,743 

1900 231,009 

1901  256,498 

1902 300.933 

1903  283,879 

1904 283,586 

That  is  the  expenses,  as  distinguished  from  the  amounts  paid 
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to  policyholders.    I  will  read  the  amount  of  new  business  writ- 
ten during  the  same  period : 

1899    $6,859,000 

1900  5,366,326 

1901  8,229,167 

1902  5.427,338 

1903  3>752,o54 

1904  4,582,272 

MILES  M.  DAWSON,  resumed. 

BY  MR.  HUGHES:  '  " 

Q.  Have  you  computed  the  net  earnings  of  the  Bankers'  Life 
Insurance  Company  from  the  reports  for  the  years  1899  to  1904 
inclusive?    A.  Yes,  sir,  I  have. 

Q.  Is  this  a  correct  statement  (handing  paper)?    A.  I  think 

it  is.  ■    ' 

MR.  HUGHES:  I  will  read  it. 

1900  $95,501 

:  1901    33,290 

t    .■  1902  a  loss  of 25,528 

!  1903  a  loss  of 49,715 

-     '  1904 58,655 
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Q.  Have  you  made  a  comparison  of  the  valuation  of  the  pol- 
icies of  the  Bankers'  Life  Insurance  Company  by  the  Insurance 
Department  of  Massachusetts  under  its  method  of  dealing  with 
preliminary  term  policies  as  compared  with  the  valuation  of  the 
.-same  policies  in  New  York.  A.  I  can  give  an  explanation  of 
-that,  too.    I  have. 

Q.  Is  that  a  correct  statement  of  it  (handing  paper)  ?  A.  Yes, 
:sir,  it  is. 

Q.  Please  state  it  upon  the  record.  A.  New  York,  the  pol- 
icies valued  as  written,  being  on  the  modified  or  non-discriminat- 
ing preliminary  term  plan,  as  to  certain  of  the  policies,  $1,182,- 
876;  Massachusetts,  all  policies  valued  as  preliminary  term  for 
;the  whole  first  premium,  all  plans  under  the  provisions  of 
the  Dewey  Law,  $173,842;  larger  reserves  charged  by  New 
'York,  $109,992. 

■Q.  What  is  the  explanation  of  that?  A.  The  policies  issued 
"by  the  Bankers'  Life  Insurance  Company  from  1899  to  1902 
were  on  the  modified  preliminary  term  plan,  which  means  that 
they  had  but  one  preliminary  term  rate,  equivalent  to  the  or- 
dinary life  rate  after  the  first  year;  and  that  all  the  additional 
premiums  on  limited  payment  and  endowment  policies  were 
guaranteed  to  be  returned  as  a  cash  value  if  called  for  in  ad- 
dition to  the  ordinary  life  reserves  and  was  put  up  in  the  re- 
serves. The  New  York  Department  valued  these  policies  as 
they  were  written,  charging  proper  reserves.  The  Massachusetts 
Department  disregarded  the  terms  of  these  contracts  and  valued 
them  as  if  the  whole  first  premium  had  been  made  term  insur- 
ance. 

Q.  You  referred  in  your  statement  to  the  Dewey  Law  in 
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Massachusetts.  What  was  that  law?  A.  The  Dewey  Law  was 
passed,  I  think,  in  1897  and  provided  that  certain  companies, 
some  of  them  domiciled  in  Massachusetts,  and  others  already 
doing  business  in  that  State,  should  be  given  the  privilege  of 
having  their  policies  valued  for  five  years  as  preliminary  term. 
That  law  was  afterward  renewed  for  three  years  as  applying  to 
those  same  companies. 

Q.  Did  the  Bankers'  Life  Insurance  Company  come  under 
that  law?    A.  It  did. 

Q.  And  it  secured  the  advantage  of  that  valuation?  A.  It 
secured  the  advantage  of  that  valuation. 

Q.  Are  there  any  other  New  York  companies  under  that  law 
that  you  know  of?    A.  The  Mutual  Reserve. 

Q.  How  about  the  Security  Mutual?  A.  The  Security  Mutual 
was  entitled  to  the  provisions  of  the  law,  but  by  being  quaHfied 
by  making  out  its  report  under  a  different  form,  the  ruling  of 
the  Department  put  it  under  the  regular  old  line  law  as  to  valua- 
tion in  that  State. 

Q.  Does  a  company,  which  is  an  assessment  company  and 
which  was  not  doing  business  in  Massachusetts  at  the  time  of 
the  Dewey  Law  come  under  its  provisions?  A.  No  further 
companies  except  those  then  doing  business  have  ever  been  ad- 
mitted to  the  advantages  of  the  law. 

Q.  What  is  the  difference  in  the  valuation  in  Massachusetts 
under  the  Dewey  Law  and  outside  of  it  ?  A.  Outside  of  it  they 
value  policies  without  regard  to  how  they  are  written,  as  if  they 
are  not  preliminary  terms.  Under  it  they  value  the  policies  as 
preliminary  terms  without  regard  to  how  they  are  written. 
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HOWARD  K.  STOKES,  resumed : 

BY  MR.  HUGHES : 

Q.  Since  the  report  to  the  Department  under  date  of  March  13, 
1905,  have  you  made  any  changes  in  the  amounts  paid  for  getting 
business?     A.  Since  March  13,  1905? 

Q.  Since  the  date  of  this  report  of  Chief  Examiner  Vanderpoel 
to  the  Insurance  Department.     A.  No,  sir. 

Q.  Your  efforts  to  come  within  your  loading  have  been  to 
the  extent  mentioned  in  the  cutting  down  of  salaries  ?     A.  Yes. 

Q.  And  office  expenses  ?     A.  Yes,  sir. 

Q.  I  think  you  did  mention  the  matter  of  advances  to  agents. 
To  what  extent  have  you  reduced  your  advances  to  agents?  A. 
They  have  been  reduced  from  about  eight  hundred  dollars  a  week 
to  about  two  hundred  and  fifty. 

Q.  How  did  that  leave  the  outstanding  agents'  balances  at  the 
present  time  as  compared  with  last  December?  A.  I  think  they 
are  just  about  the  same  as  they  were  last  December. 

y.  1  notice  an  investment  of  May  last,  Pere  Marquette  Rail- 
road Consolidated  Mortgage.  Who  authorized  that  investment? 
A.  The  Finance  Committee. 

Q.  Who  were  on  your  Finance  Committee?  A.  William 
Scheerer,  Mr.  William  B.  Reed,  John  G.  Hanrahan,  Alva  Trow- 
bridge; I  think  there  is  one  other,  whose  name  I  do  not  just  now 
recall. 

Q.  Are  you  on  the  Finance  Committee?    A.  No,  sir. 

Q.  Did  you  have  anything  to  do  with  the  matter  of  this  invest- 
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ment  I  refer  to?     A.  No,  sir,  except  making  the  purchase  at  the 
recommendation  of  the  Committee. 

Q.  Do  you  know  what  efiforts  the  Committee  made  to  ascertain 
with  regard  to  the  propriety  of  such  a  purchase?  A.  There  was 
one  other  member  of  the  Committee  I  would  like  to  suggest, 
Andrew  T.  Sullivan.  They  consulted,  I  think,  among  themselves, 
as  to  the  value  of  it. 

Q.  That  was  a  security  subordinate  to  many  liens  was  it  not? 
A.  Yes,  sir. 

Q.  And  it  is  not  in  a  very  fortunate  position  at  present?  A. 
The  last  quotation  I  knew  of,  it  showed  a  very  slight  loss. 

Q.  Are  you  prepared  to  furnish  any  reasons  for  justifying 
that  investment  at  that  time?  A.  Nothing,  except  that  the  Com- 
mittee thought  it  was  a  good  investment. 

Q.  Did  they  look  up  the  data  upon  the  subject  at  all;  did  they 
make  any  examinations  to  ascertain  the  condition  of  the  property 
and  prior  liens  upon  it?     A.  No,  sir,  I  think  not. 

Q.  Has  a  receiver  recently  been  appointed?  A.  Not  that  I 
know  of.  That  road  is  one  of  the  roads  connected  with  the  Cin- 
cinnati, Hamilton  &  Dayton.  The  receivership,  as  I  understand  it, 
doe?  not  apply  to  the  Pere  Marquette,  only  to  the  Cincinnati, 
Hamilton  &  Dayton. 

THE  WITNESS :  I  would  like  to  add  in  regard  to  the  Pere 
Marquette,  the  purchase  of  those  bonds,  that  immediately  upon  the 
disturbance  which  arose  over  the  Cincinnati,  Hamilton  &  Dayton, 
1  secured  from  the  brokers  from  whom  they  were  bought  a  guar- 
antee from  them  that  they  would  pay  the  interest  coupons  at  par. 
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and  that  they  would  pay  within  three  points  of  the  price  we  paid 
for  them,  so  the  total  loss  to  the  company  in  case  we  closed  them 
out  would  be  less  than  three  hundred  dollars. 

JOHN  FUHRER,  resumed : 

BY  MR.  HUGHES : 

Q.  What  is  this  book  that  I  now  show  you?  A.  That  is  an 
estimate  for  dividends  made  by  the  agents. 

Q.  Made  by  the  agents?  A.  Well,  I  don't  know,  from  whom 
it  came,  it  has  been  made  by  some  of  the  agents. 

Q.  By  the  agents  of  the  Germania  ?     A.  Yes,  sir. 

Q.  It  has  reference  to  the  expected  results  on  Germania  policies  ? 
A.  Yes,  sir. 

Q.  Have  you  presented  a  statement  of  your  dividend  distribu- 
tion in  1905,  showing  the  actual  results  on  the  poHcies  issued? 
A.  Yes,  sir. 

Q.  That  is  a  correct  statement?    A.  Yes,  sir. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  825.) 

Q.  Now,  according  to  this  book  of  estimates  at  age  thirty-nine, 
the  estimate  of  fifteen  payment  life  on  one  thousand  dollars,  that 
is  the  estimate  of  cash  profits  and  fifteen  year  accumulations,  was 
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how  much  per  thousand  dollars  ?     A.  One  hundred  and  forty -five 
dollars. 

O.  And  what  was  the  actual  result  on  such  a  policy  at  fifteen 
years,  maturing  in  1905?  A.  One  hundred  and  two  dollars  and 
thirty-three  cents. 

O.  Now,  take  the  case  of  an  ordinary  life  policy  with  a  fifteen 
year  accumulation,  the  estimate  according  to  this  book  at  age 
fifty- four  is  what?     A.  Two  hundred  and  twenty-three  dollars. 

Q.  And  what  was  the  actual  result  in  1905  ?  A.  One  hundred 
and  fifty-four  dollars. 

Q.  Life  fifteen  year  period?     A.  That  is  in  1904. 

Q.  Well,  what  was  the  acutal  result  in  1905,  age  fifty-four,  life 
fifteen  year  period?     A.  That  is  in  1904. 

Q.  Well,  the  result  in  1904?     A.  $114.72. 

MR.  HUGHES  :  I  will  have  this  book  marked  for  identification. 
(Book  marked  Exhibit  826  for  identification.) 

Q.  In  each  case  the  figures  you  have  g'iven  are  on  one  thousand 
dollars  of  insurance?     A.  Yes,  sir. 

FRANCIS  HENDRICKS,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  You  are  the  Supermtendent  of  Insurance?     A.  1  am. 
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Q.  When    were    you    appointed    Superintendent?    A.  I    took 
office  about  the  middle  of  February,  1900. 

Q.  How  many  are  employed  in  the  office  ?    A.  I  cannot  tell  you 
that. 

Q.  Have  you  furnished  a  complete  list  of  your  office  staff?    A. 
T  have. 

Q.  Showing  their  salaries  and  the  time  of  their  appointments? 
A.  I  have. 

MR.  HUGHES  :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  827.) 

Mr.  Hughes  then  read  Exhibit  No.  827. 

Q.  I  assume  that  that  last  is  the  compensation  for  each  of  the 
appraisers  named?    A.  Yes. 

Q.  What  is  the  total  amount,  or  what  was  the  total  amount 
expended  by  your  department  in  1904?  A.  Is  the  report  here? 
I  think  about  $137,000 — I  think  it  is  about  $137,000. 

Q.  About  $137,000.  What  amount  was  received  in  fees  or  in 
payments  upon  examinations  and  turned  over  to  the  State  ?  A.  In 
fees  and  examinations  and  all  ? 

Q.  Yes.     A.  $281,726.95. 

Q.  And  that  amount  was  turned  over  to  the  State  Treasurer? 
A.  Yes,  that  is,  that  amount  was  turned  over  to  the  State  Treas- 
urer—that is  right.     All  of  our  fees  go  into  the  State  Treasury. 
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Q.  Well,  are  we  to  understand  that  your  department  disbursed 
m  all  last  year  $137,000  approximately,  and  received  in  all  $281,- 
726  approximately,  which  latter  amount  was  turned  over  to  the 
State  Treasurer?  A.  Yes;  the  $281,000  was  paid  out.  We  only 
paid  over  our  appropriations. 

Q.  It  would  appear  from  this  list  that  you  furnished  that  during 
your  term  of  office  you  have  appointed  only  three  examiners  ?  A. 
I  think  that  is  all. 

Q.  Mr.  A.  S.  Martin,  Mr.  F.  Bulkley,  Mr.  C.  H.  Gardiner. 

Did  those  appointees  take  the  places  of  others  who  resigned  or 
were  they  additions  to  the  working  force  of  the  Department  ?  A. 
They  took  the  place  of  those  that  had  resigned  or  died. 

Q.  And  who  have  gone  out  of  office — I  refer  to  examiners — 
during  your  incumbency  ?  A.  I  can  get  you  that  information,  but 
I  cannot  give  it  to  you  now. 

Q.  Cannot  give  it  offhand?  A  number?  A.  I  think  our  ex- 
amining force  is  eight  less  than  when  I  got  into  office. 

Q.  Eight  less  ?  A.  I  think  so.  Perhaps  Mr.  Vanderpoel  could 
tell  me  just  what  amount,  but  I  think  it  is  seven  or  eight,  I  think. 
Am  I  right  ? 

Q.  On  January  5th,  1903,  you  appointed  Mr.  A.  S.  Martin. 
What  was  his  residence?     A.  City  of  New  York. 

Q.  Who  recommended  him  for  appointment?  A.  Well,  I  am 
not  quite  sure,  but  I  am  inclined  to  think  he  had  a  number  of 
recommendations. 

Q.  Did  he  have  any  recommendations  from  people  connected 
with  insurance  companies  ?    A.  I  think  not. 
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Q.  Had  he  been  connected  with  any  insurance  company  ?  A.  I 
think  not. 

Q.  Where  did  Mr.  Frank  Bulk-ley  live?  A.  I  don't  know,  here 
in  the  city. 

Q.  New  York  City  ?    A.  Yes. 

Q.  Who  recommended  him  for  appointment  ?  A.  I  cannot  tell 
you  that. 

Q.  Was  he  recommended  by  anyone  connected  with  any  insur- 
ance company  ?     A.  I  think  not. 

Q.  Mr.  C.  H.  Gardiner's  residence  was  where?  A.  I  think  he 
is  New  York  City. 

Q.  What  has  been  Mr.  Bulkley's  business  prior  to  his  appoint- 
ment ?     A.  I  cannot  tell  you  that. 

O.  How  did  you  come  to  appoint  him?  A.  From  recommenda- 
tions. 

Q.  Had  you  know  him  previously  ?  A.  No,  but  I  sent  for  him, 
and  he  was  appointed  on  approbation ;  that  is,  if  he  was  equal  to 
the  work  he  was  to  stay,  otherwise  not.  The  first  name  there,  Mr. 
Martin,  I  will  say  I  should  think  among  the  other  recommenda- 
tions for  Mr.  Martin's  appointment  was  Senator  Piatt — that  is  my 
recollection  of  that. 

Q.  Do  you  recall  who  recommended  Mr.  Bulkley?  A.  No,  I 
do  not. 

Q.  Or  Mr.  Gardiner?  A.  Yes,  I  recollect  who  recommended 
Mr.  Gardiner— Mr.  Graham  recommended  Mr.  Gardiner. 

Q.  Had  you  any  previous  acquaintance  with   Mr.   Gardiner? 

A.  No. 

Q.  Do  you  know  what  his  business  had  been  previously?    A. 
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Well,  I  think  he  had  been  connected — as  I  said  before,  with  no 
life  insurance — I  think  he  had  been  connected  with  either  the 
Home  Insurance  Fire  Company — no,  I  think  he  had  been  with 
Weed  &  Kennedy. 

Q.  Has  his  work  been  exclusively  in  connection  with  fire  insur- 
ance matters?     A.  Yes,  exclusively. 

O.  Had  Mr.  Martin's  been  in  connection  with  life  or  fire?  A.  I 
don't  think  he  had  heretofore,  with  either. 

Q.  During  his  work  in  your  department  has  Mr.  Gardiner  been 
connected  with  matters  pertaining  to  fire  insurance  companies  ex- 
clusively?    A.  Both,  I  think. 

O.  Both  life  and  fire?  A.  Mr.  Vanderpoel  will  have  to  answer 
that. 

Q.  Is  there  a  division  in  your  department  so  that  certain  of  the 
examiners  devoted  their  attention  to  one  kind  of  insurance  com- 
panies, and  others  to  another  kind  ?     A.  I  think  not. 

Q.  Then  all  your  examiners  at  one  time  devoted  their  attention 
to  one  kind  of  insurance,  and  at  other  times  to  another  ?     A.  Yes. 

Q.  Who  recommended  the  appointment  of  the  appraisers  ap- 
pointed by  you?  I  refer  to  Mr.  William  Cowey,  Mr.  C.  H. 
Mowry  and  Mr.  W.  G.  Taggart  ?  A.  Two  of  those  appraisers  are 
my  own  appointees — my  personal  appointees. 

Q.  Those  two  are  whom  ?     Mr.  Cowey  and  Mr.  Mowry. 

Q.  And  who  recommended  the  appointment  of  Mr.  Taggart? 
A.  I  think  Governor  Odell  did. 

Q.  Where  does  Mr.  Taggart  reside?    A.  I  think  at  Newburg. 

Q.  Has  he  had  any  relation  with  any  insurance  company?     A. 
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Not  as  far  as  I  know  of.  I  think  he  had  been  County  Clerk  of 
that  County. 

Q.  It  would  appear  that  you  have  appointed  here  one  assistant 
Actuary  during  your  term  of  office,  Mr.  Robert  D.  Kennedy? 
A.  Two,  I  think. 

Q.  Two?    A.  Yes. 

Q.  Mr.  Heath  is  put  down  as  a  clerk?  A.  They  all  worked — 
the  clerks  worked  in  the  actuary's  room. 

Q.  Mr.  Robert  D.  Kennedy  is  assistant  actuary,  and  Mr.  Charles 
E.  Heath,  who,  I  understand,  works  in  the  actuary's  room?  A. 
Both  of  them. 

Q.  Who  recommended  their  appointment?  A.  They  are  Civil 
Service  appointments. 

Q.  Mr.  Frank  Clifford  Willis,  Jr.,  clerk,  appears  to  have  been 
appointed  by  you.  How  did  that  appointment  happen  to  be  made  ? 
A.  That  is  Civil  Service. 

Q.  Are  there  any  other  appointments  made  by  you  that  are  out- 
side of  the  Civil  Service  Law  than  those  that  have  been  named? 
A.  Yes. 

Q.  What  are  they  ?  A.  Mr.  Shanahan,  my  deputy,  was  outside 
of  the  Civil  Service. 

Q.  Yes,  and  was  that  a  personal  appointment?    A.  Yes,  sir. 

Q.  Not  upon  anyone's  recommendation  ?     A.  No. 

Q.  Anyone  connected  with  any  insurance  company?  A.  No, 
sir. 

Q.  Had  he  been  in  the  insurance  business  ?    A.  No,  sir. 

Q.  Are  there  any  other  appointments  outside  of  the  Civil  Serv- 
ice?    A.  Yes,  the  next  one  is  Miss  Hendricks. 
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Q.  Miss    Kate    Hendricks,    Confidential    Clerk?    A.  Stenog- 
rapher. 

Q.  That  is  a  personal  appointment  without  anyone's  recom- 
mendation ?    A.  Yes.     There  is  more,  I  think. 

Q.  If  you  will  go  on  and  complete  the  statement.  A.  John  T. 
Wilkin,  Cashier  and  Tax  Clerk. 

Q.  Are  those  personal  appointments?  A.  That  is  a  personal 
appointment,  yes. 

Q.  Now,  we  have  mentioned  the  names  of  all  who  have  been 
appointed  by  you,  I  believe  ?     A.  Yes. 

Q.  The  rest  of  your  staff  has  been  continued?     A.  Yes. 

Q.  Now,  when  you  came  into  office  did  you  make  any  inquiry  to 
ascertain  what  the  affiliations  of  any  members  of  your  staff  had 
been  with  insurance  companies  ?  A.  Well,  I  am  not  sure  that  I 
did  right  away. 

Q.  Have  you  since  that  time  ?     A.  I  did  later. 

Q.  Have  you  come  to  any  results  in  your  examination?  A. 
Why,  I  have  only  found  one  man  that  I  had  upon  my  staff  early, 
that  had  some  affiliations  with  an  insurance  company. 

Q.  Who  was  he  ?    A.  That  was  Mr.  Buckley. 

Q.  William  H.  Buckley?  How  long  was  he  on  your  staff? 
A.  A  year,  I  think. 

Q.  And  when  did  he  leave  the  Department?    A.  Early  in  1891. 

Q.  1901  ?    A.  1901,  yes. 

Q.  With  what  company  had  he  been  connected?  A.  I  am  in- 
clined to  think— I  cannot  tell  you  he  was  connected  with  any  com- 
pany— I  don't  think  he  was. 
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Q.  But  apart  from  any  direct  connection,  you  understood  he  had 
some  relations  with  some  company  ?     A.  Yes. 

Q.  Has  he  since  his  retirement  from  the  Department  ap- 
peared before  the  Department  as  an  attorney?  A.  I  think  he 
has  in  one  case. 

Q.  Only  in  one  case?    A.  So  far  as  I  know. 

Q.  And  that  means  appearing  before  you  as  Superintendent? 
A.  Yes. 

Q.  And  when  was  that  ?    A.  Sometime  within  the  last  year. 

Q.  What  was  the  case?  A.  He  made  an  application  for  the 
admission  of  a  life  company. 

Q.  To  be  allowed  to  do  business  in  the  State?    A.  Yes. 

Q.  What  life  company  was  that?  A.  Mr.  Appleton — what 
was  that? 

MR  APPLETON:  The  Prussian  Life. 

Q.  Oh,  the  Prussian  Life — ^Mr.  Buckley  represented  that,  did 
he?    A.  Yes. 

Q.  And  they  were  admitted?  A.  Yes.  He  may  have  ap- 
peared for  something  else,  but  I  don't  recollect  him. 

Q.  Not  brought  to  your  personal  attention?  A.  Oh,  well, 
my  memory  is  treacherous;  it  might  have  been  brought  to  my 
personal  attention,  but  I  don't  recollect  of  it  now. 

Q.  Your  mention  of  the  Prussian  Life  brings  a  matter  to  my 
recollection  which  we  may  at  this  moment  take  up.  I  refer  to 
the  following  provision.  Section  33  of  the  Insurance  Law: 

"Whenever  it  shall  appear  to  the  Superintendent  of  Insur- 
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ance  that  permission  to  transact  business  in  any  foreign  coun- 
try is  refused  to  a  company  organized  under  the  laws  of  this 
State,  after  a  certificate  of  solvency  and  good  management  of 
such  company  has  been  issued  to  it  by  the  said  Superintendent, 
and  after  such  company  has  complied  with  any  reasonable  laws 
of  such  foreign  country,  requiring  in  deposits  of  money  or  se- 
curities with  the  Government  of  such  company,  then  and  in 
every  such  case  the  Superintendent  shall  forthwith  cancel  the 
authority  of  every  company  organized  under  the  laws  of  such 
foreign  Government  and  licensed  to  do  business  in  this  State, 
and  shall  refuse  a  certificate  of  authority  to  every  such  com- 
pany thereafter  applying  to  him  for  authority  to  do  business  in 
this  State,  until  his  certificate  shall  have  been  duly  recognized  by 
the  Government  of  such  country." 

Do  you  recall  the  circumstances  attending  the  passage  of  that 
measure,  or  was  it  before  you  were  connected  with  the  Depart- 
ment?   A.  Before  I  was  connected  with  the  Department. 

Q.  Have  you  learned  of  the  reason  for  the  passage  of  that 
act  from  anyone  ?    A.  I  have  not. 

Q.  Is  there  any  other  Prussian  company  doing  business  in 
this  State,  or  that  has  applied  for  Hcense  to  do  business  in  this 
State  during  your  incumbency,  other  than  the  Prussian  Life? 
A.  I  don't  think  so. 

Q.  Were  you  aware,  at  the  time  the  Prussian  Life  applied  for 
permission  to  do  business  in  this  State,  that  there  were  com- 
panies organized  under  the  laws  of  this  State  who  had  certifi- 
cates of  solvency  and  good  management,  from  you,  which  were 
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not  permitted  to  do  business  in  Prussia?    A.  Why,  no,  I  do  not, 
not  if  they  complied  with  the  laws  of  Prussia. 

Q.  Has  the  question  been  raised  with  you  as  to  the  propriety 
of  your  exercising  your  power  under  the  Section  33  of  the  law, 
at  all,  by  any  company?    A.  No,  it  has  not. 

Q.  And  the  fact  that  companies  of  New  York  had  been  ex- 
cluded from  business  in  Prussia,  although  they  had  certificates 
of  solvency  and  good  management,  and  were  ready  to  comply 
with  the  reasonable  laws  of  the  foreign  country,  requiring  de- 
posits of  money  or  securities  with  the  Government  of  such  coun- 
try, had  not  been  brought  officially  to  your  attention?  A.  No, 
but  I  understand  that  whenever  any  of  our  companies  complied 
with  the  laws  of  Prussia  they  are  to  be  admitted. 

Q.  Yes,  of  course;  on  that  understanding,  legislation  of  this 
sort  would  not  be  at  all  required,  because,  if  they  complied  with 
the  laws  of  the  foreign  country  it  is  hardly  necessary  for  this 
suggested  retaliation  in  order  to  procure  the  privilege  to  do 
business,  but  the  point  of  this  statute  was  that  if  the  Superin- 
tendent of  Insurance  certified  that  a  New  York  company  was 
solvent  and  well  managed  and  that  New  York  company  was 
ready  to  put  up  money  or  securities  required,  by  the  foreign  Gov- 
ernment, and  then  the  foreign  Government  did  not  allow  it  to 
do  business,  the  Superintendent  of  Insurance  was  bound  to  ex- 
clude from  the  State  of  New  York  any  company  chartered  by 
that  foreign  Government?  Now,  did  you  refer  the  question  of 
the  admission  of  the  Prussian  Life  to  do  business  here  to  the 
Attorney  General  ?    A.  I  did. 

Q.  Did  you  receive  an  opinion  from  him  upon  that?    A.  I  did. 
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Q.  I  should  be  glad  to  see  the  opinion.  Have  you  got  it  in 
your  files  (to  Mr.  Appleton)? 

THE  WITNESS :  I  referred  the  charter  of  that  company  to 
the  Attorney  General,  as  required  under  the  section. 

Q.  Did  you  request  any  opinion  from  the  Attorney  General 
as  to  whether  the  provisions  of  this  section  were  mandatory? 
A.  No. 

Q.  Now,  isn't  it  a  fact,  Mr.  Hendricks,  that  certain  insurance 
companies  having  procured  the  enactment  of  that  legislation  when 
they  came  to  the  time  to  enforce  it  by  asking  you  for  a  man- 
datory action,  did  not  do  so?    A.  No. 

Q.  Did  not  care  to  raise  the  question?  A.  Well,  I  know  they 
did  not  raise  the  question  there. 

Q.  So  that  the  fact  of  the  exclusion  upon  the  terms  stated  or 
under  the  conditions  stated  in  the  statute  were  not  brought  be- 
fore you  officially  to  compel  your  action  under  the  law — that  is 
the  real  situation,  isn't  it  ?    A.  Yes. 

Q.  And  we  have  injected  here  into  the  statute  regulating  in- 
surance companies  a  provision  of  law  which  no  serious  attempt 
has  ever  been  made  to  enforce?    A.  Yes. 

Q.  And  there  is  no  doubt  but  what  that  statute  was  enacted 
with  special  reference  to  the  Prussian  situation,  is  there?  A. 
That  is  right. 

Q.  Now,  passing  that,  which  was  suggested  by  the  retainer 
of  Mr.  Buckley  in  connection  with  the  Prussian  company,  and 
coming  again  to  the  circumstance  of  Mr.  Buckley's  appearances, 
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what  was  there  about  the  Prussian  Life  application  which  re- 
quired the  retainer  of  counsel?  A.  Simply  brought  the  appli- 
cation there. 

Q.  There  was  no  opposition?    A.  No  opposition. 

Q.  Now,  it  would  be  of  assistance  to  the  Committee,  Mr. 
Hendricks,  if  you  would  state  briefly  what  in  practice  you  have 
regarded  as  the  duties  of  the  Superintendent  of  Insurance  under 
the  law?    A.  I  don't  know  whether  I  can  state  that  fully. 

Q.  Well,  I  am  referring  now  not  to  any  question  of  theory  or 
statutory  construction,  but  what  in  practice  you  have  regarded 
as  the  fair  limits  of  your  duties  ?  A.  Well,  first,  the  admission 
of  companies,  as  to  whether  they  have  complied  with  the  statute 
and  made  the  necessary  deposits,  in  which  case  we  always  make 
an  examination  as  to  whether  they  do  or  not. 

Q.  You  are  now  referring  to  companies  chartered  under  the 
laws  of  other  States  or  countries?  A.  Yes,  and  the  same  is 
true  as  to  companies  making  application  to  do  business — do- 
mestic companies. 

■Q.  That  is,  companies  that  are  about  to  organize  and  who 
present  their  certificates  or  charters  to  you  for  approval?  A. 
Yes;  they  are  referred  to  the  Attorney  General,  and  when  they 
are  reported  to  be  as  in  legal  form,  we  send  our  examiners  down 
and  see  that  they  have  the  necessary  funds,  and  then  they  are 
required  to  make  the  necessary  deposits  or  otherwise. 

Q.  Well,  what,  apart  from  the  beginnings  of  business — take 
growing  concerns — what  do  you  do  with  reference  to  them  ?  A. 
Concerns  that  are  growing? 

Q.  Yes.    A.  We  require  a  report  annually. 
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Q.  Yes,  and  what  else?  A.  See  that  they  comply  with  the 
laws  so  far  as — see  that  they  comply  with  the  statutes  regulat- 
ing their  investments  and  manner  of  doing  business. 

Q.  Do  you  examine  them  from  time  to  time?    A.  Yes. 

Q.  What  governs  you  in  determining' whether  or  not  you  will 
subject  a  company  to  examination?  A.  An  examination  of  their 
report  to  see  whether  it  is  necessary  in  order  to  ascertain  their 
solvency. 

Q.  Then  you  are  governed  by  what  is  presented  in  their  an- 
nual statement?    A.  Very  largely. 

Q.  And  if  you  think  there  are  matters  there  requiring  fur- 
ther attention  you  investigate.    A.  Yes. 

Q.  And  if  you  think  on  investigation  that  a  full  examina- 
tion should  be  had  you  have  a  full  examination?    A.  Yes. 

Q.  I  have  asked  you  to  prepare  a  statement  of  the  number 
of  the  examinations  that  have  been  made  by  the  Department 
in  the  years  January  i,  1895  to  December  i,  1905.  Is  this 
the  complete  statement?    A.  Complete  statement,  I  think. 

MR.  HUGHES:  I  will  offer  it  in  evidence. 

THE  WITNESS:  Of  life  companies. 

MR.  HUGHES:  Of  life  companies,  yes. 

Paper  marked    Exhibit  828   and   read   m   evidence  by    Mr. 
Hughes. 
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Q.  What  effort  did  you  make  or  do  you  make  to  ascertain  the 
nature  of  the  circulars  or  advertising  matter  sent  out  by  the  va- 
rious companies?  A.  I  do  not  think  I  have  ever  made  any 
effort  to  find  out. 

Q.  Do  you  make  any  requirement  that  the  companies  should 
furnish  you  with  specimens  of  what  they  call  their  literature?  A. 
I  do  not  think  so. 

Q.  Has  it  been  the  practice  of  the  Department  to  make  any 
inquiry  for  the  purpose  of  protecting  the  people  from  deceptive 
statements  in  the  form  of  circulars  issued  by  insurance  com- 
panies?   A.  I  have  no  recollection  of  it. 

0.  You  understand  Mr.  Hendricks,  do  you  not,  that  you  have 
authority  under  the  law  to  require  in  the  statements  furnished 
you  by  the  various  companies  a  statement  of  the  circulars  which 
they  send  or  the  representations  which  they  make  in  order  to 
procure  insurance  ?    A.  My  attention  has  never  been  called  to  it. 

Q.  It  is  fair  to  suggest  that  you  have  in  regard  to  that  fol- 
lowed the  traditions  of  the  Department?    A.  I  have. 

Q.  But  as  you  understand  it  you  have  absolute  authority  to 
require  any  insurance  company  to  give  you  any  information 
that  you  wish  regarding  the  conduct  of  their  business?  A.  I 
think  that  is  true. 

Q.  You  have  in  connection  with  the  examinations  conducted 
by  your  department  had  largely  in  view  the  question  of  solvency 
of  the  companies?    A.  Altogether. 

Q.  That  is,  to  determine  whether  they  maintain  the  reserves 
required  by  law  and  whether  they  were  in  a  position  to  fulfill  the 
contracts  in  which  they  have  entered?    A.  That  is  true. 
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Q.  You  have  also  been  aWare  of  another  function  of  your  de- 
partment, and  that  was  to  acquire  information  regarding-  the 
affairs  and  practices  of  insurance  companies  in  order  that  the 
same  might  be  transmitted  to  the  Legislature  in  your  report? 
A.  Yes. 

Q.  That  is  one  of  the  reasons  why  you  are  clothed  with  ample 
power  to  require  information  as  to  the  condition  and  practices 
of  companies  so  that  you  may  in  your  report  advise  the  Legis- 
lature of  the  situation?    A.  Yes. 

Q.  And  to  that  end  you  may  send  for  persons  and  papers; 
you  may  require  an  examination  of  books ;  you  may  examine 
witnesses,  or  take  any  proceeding  in  reference  to  the  company, 
its  documents,  books,  officers  and  employees  you  may  think 
necessary  in  order  to  procure  the  information?  A.  I  under- 
stand it  only  as  to  the  employees  of  the  company. 

Q.  Yes.  You  do  not  understand  that  you  have  a  right  to 
call  A,  B,  C  and  D,  who  have  no  connection  with  the  companies, 
to  tell  what  they  know  about  the  insurance  business  ?    A.  No. 

Q.  But  so  far  as  the  companies  themselves  are  concerned, 
their  officers,  employees,  books,  records,  literature  and 
policies,  you  are  in  a  position  to  get  full  information  regarding  all 
the  details  of  their  business  and  report  it  to  the  Legislature  ?  A. 
Yes. 

Q.  Have  you  taken  any  action  in  order  to  procure  information 
as  to  the  estimates  given  out  by  companies  in  regard  to  terms, 
which  they  expect  will  be  made  upon  different  forms  of  policies  ? 
A.  I  have  not. 

Q.  Have  you  made  any  comparison  or  required  through  your 
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actuaries  any  comparison  of  actual  results  with  estimates  fur- 
nished by  companies  ?  A.  I  have  never  required  it.  I  may  have 
made  it. 

Q.  Have  you  taken  any  steps  to  have  the  department  in- 
formed as  to  the  nature  of  the  policies  written  ?    A.  Oh,  yes. 

Q.  Do  you  mean  the  various  kinds  of  poHcies  ?    A.  I  think  so 

Q.  The  multiplication  of  forms  ?    A.  Yes. 

Q.  The  use  of  designations  and  so  forth?  A.  I  think  they 
are  all  filed  in  our  department. 

Q.  You  have  required  the  filing  of  any  policy  which  any  com- 
pany proposes  to  issue  ?    A.  They  are  all  filed,  I  think. 

Q.  Does  anyone  connected  with  your  office  examine  the  pro- 
visions of  the  policies  with  reference  to  their  lucidity  and  their 
propriety?  A.  I  think  they  are  all  referred  to  our  actuary,  Mr 
Patterson. 

Q.  Do  you  exercise  the  veto  power  over  the  issue  of  policies 
by  giving  or  withholding  your  approval  of  various  forms?  A. 
I  do  not  think — we  have,  but  we  have  never  exercised  it,  I  think 

Q.  With  regard  to  that,  you  ask  for  the  production  of  the 
policy  forms?    A.  Yes. 

Q.  If  you  see  anything  in  those  policy  forms  to  criticise  you 
bring  it  to  the  attention  of  the  companies  ?    A.  We  do. 

Q.  So  that  the  companies  assume  in  the  absence  of  objection 
that  the  policy  forms  they  are  using  are  satisfactory  to  the  de- 
partment?   A.  I  think  that  is  right. 

Q.  How  careful  has  the  department  been  in  examining  these 
forms  and  determining  whether  a  wayfaring  man,  not  absolutely 
destitute  of  common  sense,  is  able  to  understand  the  contract 
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made  with  him  as  a  policyholder  ?  A.  I  think  Mr.  Patterson  has 
examined  all  of  them  and  passed  upon  them ;  that  is  my  under- 
standing, I  may  be  wrong  about  it. 

Q.  We  have  had  before  us  here  a  large  number  of  poHcy 
forms,  and  some  very  ambiguous  and  doubtful  provisions.  A 
They  are  misleading,  I  think. 

Q.  And  misleading.  And  I  want  to  get  at  simply  the  prac- 
tice of  the  department,  not  confined  to  your  own  operations 
simply,  but  what  is  done  to  protect  the  people  as  to  the  forms  of 
policies.    Can  you  state  fully  ?    A.  I  cannot. 

BY  THE  CHAIRMAN : 

O.  There  is  some  one  in  your  department  who  can  give  that 
information,  I  assume?  A.  Well,  I  should  think  Mr.  Patterson 
or  Mr.  Appleton  could  answer  that. 

O.  Mr.  Patterson  or  Mr.  Appleton  ?    A.  Yes,  sir,  I  think  so. 

BY  MR.  HUGHES :  J; 

Q.  You  have  referred  in  your  list  of  employees  to  Mr.  Hunter 
as  first  deputy.  What  does  Mr.  Hunter  do?  A.  He  has  charge 
of  the  examination  department. 

Q.  And  Mr.  Appleton  is  mentioned  as  second  deputy ;  what 
are  his  duties?    A.  He  has  charge  of  the  ofifice,  sir. 

Q.  Then  would  matters  of  approval  of  policy  forms  and  ex- 
amination of  reports,  and  preparation  of  suggested  amendments 
to  forms  of  reports  come  under  Mr.  Appleton's  department?    A. 
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The  examination  of  reports  I  do  not  think  would  cbtne  under 
Mr.  Appletoh.    That  would  go  to  our  statistician. 

Q.  The  statistician?     A.  Yes. 

Q.  But  Mr.  Appleton  has  general  charge  of  the  office?  A. 
General  charge  of  the  offifce,  yes. 

Q.  And  with  the  exception  of  Mr.  Patterson  and  Mr.  Behan  and 
Mr.  Cross  he  is  the  oldest  employee  of  the  office  ?    A.  I  think  so. 

BY  THE  CHAIRMAN : 

Q.  Well,  even  in  the  case  of  a  report,  I  presume,  Mr.  Hend- 
ricks, that  the  report  may  be  received  by  whoever  was  in  charge 
of  the  office,  and  referred  to  the  appropriate  officer?  A.  It  would 
go  to  the  statistician. 

Q.  Still  some  one  in  the  office  would  receive  it  and  send  it  to 
the  statistician?     A.  Yes. 

Q.  Who  would  that  be?  Whoever  opened  the  mail?  A.  I 
should  think  Mr.  Appleton  would  be  the  man  likely  to  do  that. 

BY  MR.  HUGHES : 

Q.  Has  your  department  taken  any  steps  to  ascertam  the  nature 
of  the  contracts  with  agents?     A.  Not  generally. 

Q.  How  has  the  matter  been  handled?  A.  I  think  the  com- 
pany— do  you  mean  the  agencies  of  the  insurance  companies? 

Q.  Yes.     A.  I  think  they  are  handled  by  the  company,  I  think. 

Q.  I  mean  what  action  has  the  department  taken  at  all  in  the 
matter.     You  said  not  generally.     A.  A  few  cases,  I  think,  that 
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something  has  been  brought  to  our  attention,  anci  we  inquired 
into  it.  Otherwise  not.  We  have  left  that  to  the  management 
of  the  company. 

Q.  Has  the  department  exercised  any  supervision  over  the 
amount  paid  by  the  companies  or  any  of  them  to  general  agents  ? 
A.  I  think  not. 

Q.  The  department  has  been  satisfied  with  the  showing  of 
solvency?  A.  Yes;  or  in  other  words,  we  have  not  under- 
taken to  manage  the  companies. 

Q.  No,  you  have  not  undertaken  to  manage  them,  nor  have 
you  undertaken  to  criticise  their  management.     A.  Sometimes. 

Q.  That  is  on  examination?  A.  On  the  examinations  made 
of  them. 

O.  But  suppose  you  did  not  find  that  there  was  danger  of 
insolvency  at  the  time  but  there  were  facts  calling  your  atten- 
tion to  extravagance  in  management  and  reduction  in  returns 
to  policyholders;  did  you  take  such  matters  under  advisement? 
A.  Why,  not  if  the  company  were  absolutely  solvent  and  had 
a  large  surplus. 

Q.  For  the  purpose  of  advising  the  Legislature  as  to  insur- 
ance conditions  did  you  endeavor  to  ascertain  whether  apart 
from  the  mere  question  of  solvency  the  companies  were  so 
managed  that  they  could  give  the  policyholders  the  returns  to 
which  they  were  justly  entitled?  A.  Why,  Mr.  Hughes,  I 
think  we  have  left  the  management  of  the  companies  in  the 
hands  of  the  officers  of  the  companies. 

Q.  Well,  is  it  fair  to  say,  Mr.  Hendricks,  that  if  the  depart- 
ment was  satisfied  that  a  company  was  solvent  it  paid  virtu- 
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ally  no  attention  to  the  question  whether  the  management  of 
the  company  was  economical  or  extravagant?  A.  Not  unless 
they  were  on  the — they  were  likely  to  impair  their  solvency. 
Q.  Well,  if  a  company,  for  example,  had  a  surplus  apparently 
of  $40,000,000  or  $50,000,000  then  would  it  make  no  difference 
to  the  department  how  extravagant  its  management  was?  A. 
I  do  not  think — since  I  have  been  in  there  I  have  never  attempt- 
ed to  manage  the  companies.  I  have  believed  that  it  would  not 
be  wise  for  the  State  to  undertake  to  manage  the  companies; 
that  that  must  be  left  to  the  directors  of  the  company,  neces- 
sarily.   And 

Q.  Don't  you  draw  a  distinction  between  the  active  man- 
agement of  a  company  and  supervision  and  criticism  of  the 
management?    A.  Yes,  I  think  there  might  be. 

Q.  Did  you  understand  that  it  was  your  duty  as  Superin- 
tendent of  Insurance  if  you  came  across  irregularities  in  man- 
agement to  report  them  to  the  Attorney  General?    A.  Yes. 

Q.  Did  you  not  think  it  proper  in  order  that  remedies  might 
be  involved  that  extravagance  or  malversation  of  funds  should 
be  brought  to  the  attention  of  the  proper  ofificers'of  the  State? 
A.  Yes,  if  we  found  them. 

Q.  But  did  you  look  for  them?  A.  As  I  have  said,  we  have 
never  found  them.  It  would  be  almost  impossible  to  find 
them  if  we  tried  in  any  of  the  large  companies ;  that  is  if  the 
Insurance  Department  is  to  undertake  the  management,  the 
only  way  they  could  do  it  in  my  opinion  would  be  to  have  the 
power  to  appoint  their  officers  and  remove  them  at  will.  I 
do  not  think  we  could  in  any  way  manage  a  company  without. 
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Q.  You  do  not  ascribe  then  as  much  virtue  as  some  do  to 
publicity?  A.  Why,  I  think  publicity  would  be  helpful.  I 
think  publicity  would  be  helpful. 

O.  Yes.  A.  But  what  I  am  going  to  say  is  this,  what  you 
have  developed  is  dishonesty  in  these  companies.  Now  I  do 
not  believe  that  you  can  make  men  honest  by  any  amount  of 
examination.  If  you  could,  why  then  the  national  banks,  su- 
pervision would  make  the  banks.  They  have  two  examinations 
a  year  and  file  reports,  and  yet  the  amount  of  dishonesty  that 
is  in  sight  is  a  good  deal  more  than  you  have  developed  in  this 
examination.  The  trouble  is,  you  know,  in  the  business  mor- 
als of  the  people. 

Q.  It  is  a  great  aid,  however,  to  have  exposure  of  irregu- 
larities?   A.  Oh,  I  think  so.     I  think  that  does  good. 

Q.  You  think  that  almost  every  one  needs  something  of  a 
check?    A.  There  ain't  any  doubt  about  that. 

Q.  And  the  more  likely  it  is  that  concerns  will  be  exposed 
to  the  light  of  day,  the  less  likely  it  is  that  they  will  be  dis- 
honestly managed?  A.  Yes,  but,  Mr.  Hughes,  may  I  talk 
just  a  minute? 

Q.  Certainly,  I  would  like  to  have  your  views  fully,  Mr.  Hen- 
dricks. A.  Why,  we  will  take  the  Equitable.  Unless  we  had 
had  help  from  the  inside,  we  would  not  have  got  anything; 
that  is  we  could  not  have  got  it  from  the  books,  because  it  was 
not  on  the  books.  We  would  have  had  to  be  mind  readers  to 
have  gotten  it.  If  we  had  gone  through  and  examined  that 
company  as  carefully  as  it  was  possible  to  do  it,  we  would 
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have  discovered  very  little  except  that  we  had  inside  infor- 
mation that  was  helpful. 

Q.  You  do  not  think  that  with  a  power  to  put  officers  and 
employees  on  oath,  with  authority  to  examine  records  and 
vouchers,  with  authority  to  put  in  accountants  and  go  through 
the  details  of  all  accounts,  you  would  be  in  a  position  to  detect 
and  expose  irregularities?    A.  Oh,  some  of  them. 

Q.  Yes.     You  might  not  discover  all.     A.  Oh,  no. 

Q.  That  is  a  limitation  which  we  all  feel.  Now,  the  point  I 
was  driving  at  was  this,  that  in  actual  practice,  however  extensive 
your  powers  and  whatever  may  be  thought  of  your  ability  to  use 
them  to  advantage,  you  have  not  gone  beyond  the  question  of 
actual  solvency  unless  sopie  specific  irregularity  was  brought  to 
your  attention?     A.  Unless  we  discovered  it  in  the  examination. 

Q.  Unless  you  ran  across  it?    A.  In  the  examination. 

Q.  But  you  did  not  specifically  look  for  extravagance  in  man- 
agement apart  from  the  prospect  of  insolvency?  A.  Well,  we 
criticised  them  for  their  extravagance  in  management. 

Q.  Well,  let  us  look  into  matters  in  detail  a  little.  According 
to  your  statement  you  have  examined  the  Mutual  Life  Insurance 
Company  three  times;  in  1895,  in  1899  ^''^^  i'^  19*^3-  I  ^'^  i^i" 
formed  by  the  Mutual  Life  of  a  payment  to  you  as  Superintendent 
for  the  expenses  of  an  examination  under  date  of  September  24, 
1902,  of  $9,480.12.  Was  there  not  an  examination  in  1902?  A. 
There  was. 

Q.  I  do  not  see  that  mentioned  on  the  list  that  I  have  been 
furnished.  There  is  probably  some  error  in  that?  A.  Well,  the 
filing  of  it  was  September  21,  1903. 
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Q.  There  apparently  was  another  examination  in  1903,  for  there 
is  a  payment  under  date  of  July  31,  1903,  of  $15,607.30.  A.  I 
think  that  is  the  same  examination,  is  it  not? 

Q.  They  are  in  two  different  years. 

MR.  APPLETON :  May  I  explain  that  to  you? 

MR.  HUGHES  :  Certainly.  (Mr.  Hughes  then  consulted  with 
Mr.  Appleton.) 

Q.  It  is  suggested  by  Mr.  Appleton  that  an  examination  will 
sometimes  extend  in  the  case  of  a  large  company  over  a  con- 
siderable period,  and  that  one  branch  of  the  business,  as  for  ex- 
ample, titles,  will  be  examined  at  one  time  and  another  branch, 
such  as  securities  at  another  time,  and  payments  will  be  made  as 
bills  are  rendered  from  time  to  time.  A.  I  think  that  is  so.  This 
was  one  examination. 

Q.  So  this  was  one  examination  stretched  over  a  period  of  two 
years?    A.  Yes. 

Q.  It  appears  that  in  igo'2  and  1903  the  Mutual  Life  paid  to  you 
as  the  expenses  of  its  examination  about  $30,000.  A.  Whatever 
the  amount  is  there. 

Q.  That  was  a  pretty  full  examination,  was  it  not?  A.  We 
thought  it  was. 

Q.  Just  what  did  you  do  in  that  examination?  A.  Well,  you 
will  have  to  ask  Mr.  Vanderpoel.     He  made  the  examination. 

Q.  Mr.  Vanderpoel?    A.  Yes. 
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Q.  Who  assisted  Mr.  Vanderpoel  in  making  the  examination? 
A.  I  could  not  tell  you  that.     He  takes  his  own  force. 

Q.  And  that  force  is  from  your  staff?  A.  That  force  is  from 
my  staff. 

Q.  As  detailed  here?    A.  Yes. 

Q.  Now,  what  do  you  personally,  Mr.  Hendricks,  have  to  do 
with  an  examination  of  that  description?    A.  Nothing. 

Q.  Well,  do  you  advise  with  Mr.  Vanderpoel  during  its  prog- 
ress, does  he  report  to  you  from  time  to  time  what  he  is  dis- 
covering?   A.  Yes,  if  he  is 

Q.  I  mean  aside  from  the  formal  report  at  the  conclusion  ?  A. 
Well,  he  usually  talks  with  me  some  about  it. 

BY  THE  CHAIRMAN : 

Q.  Is  it  your  habit  to  visit  the  New  York  office  of  your  depart- 
ment at  stated  intervals?  A.  Our  department? 

Q.  Yes.    A.  Yes. 

Q.  And  that  is  for  the  purpose  of  consultation,  I  assume, 
with  Mr.  Vanderpoel?    A.  And  Mr.  Hunter,  yes. 

Q.  And  how  frequently  do  you  make  those  visits  on  an  aver- 
age ?    A.  Oh,  I  cannot  tell  you  that.  * 

Q.  As  frequently  as  is  necessary,  I  suppose?    A.  Yes. 

Q.  How  often,  on  an  average,  should  you  say  those  visits 
were?    A.  Oh,  perhaps  once  in  two  or  three  weeks. 

BY  MR.  HUGHES : 

Q.  Now,  carrying  your  mind  back  to  the  time  of  this  exam- 
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ination  of  the  Mutual,  which  extended  over  a  year,  what  did 
you  personally  do  in  connection  with  it?  Did  you  go  to  the 
offices  of  the  Mutual  Life?    A.  No. 

Q.  Did  you  put  any  of  its  officers  on  oath  ?    A.  No. 

Q.  Or  any  of  its  employees  ?    A.  Not  personally. 

Q.  Not  personally.  I  am  referring  now  to  what  you  person- 
ally did.    A.  I  did  not. 

Q.  Did  30U  examine  any  records  or  papers?    A.  Personally? 

Q.  Yes.     A.  No. 

O.  The  whole  matter  was  in  the  charge  of  Mr.  Vanderpoel? 
A.  It  was. 

Q.  And  whatever  examination  was  made  of  papers  or  books 
or  vouchers  was  made  by  him  and  his  assistants  under  his  direc- 
tion?   A.  It  was. 

O.  Now  what  in  connection  with  that  examination  was 
brought  to  your  attention  with  reference  to  the  Mutual  Life? 
Did  you  learn  from  Mr.  Vanderpoel  or  from  any  one  connected 
with  that  examination  that  there  was  any  extravagance  in  the 
management  of  the  Mutual  Life?    A.  No. 

Q.  What?     A.  No. 

Q.  Did  you  learn  of  the  salaries  paid  to  the  officers  of  the 
Mutual  Life?     A.  I  do  not  think  so. 

Q.  Did  you  inquire  into  those  matters  ?  A.  I  do  not  think  so. 

Q.  Did  you  learn  as  to  the  existence  of  commission  contracts 
with  Charles  H.  Raymond  &  Company  or  with  Robert  H.  Mc- 
Curdy?    A.  No. 

Q.  And  the  nature  and  amount  of  the  payments  made  under 
them?     A.  I  did  not. 
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Q.  Yoti  had  no  interviews  with  Mr.  Vanderpoel  regarding 
those  matters?     A.  No. 

Q.  Did  you  ever  know  Andrew  C.  Fields?  A.  No,  never 
seen  him. 

Q.  Did  you  know  that  he  had  any  relation  to  the  Mutual 
Life?     A.  Never  heard  of  him  until  this  examination. 

Q.  Then  in  Albany  you  never  came  in  contact  with  him?  A. 
No. 

Q.  Did  you  know  of  the  size  of  the  bills  paid  by  the  supply 
department  of  the  Mutual  Life?  A.  No,  not  personally.  I 
don't  know  whether  Mr.  Vanderpoel  knew  it. 

Q.  I  am  talking  of  your  personally.  I  will  examine  Mr.  Van- 
derpoel later.  I  merely  want  to  know  what  you  personally 
knew  about  these  matters  ?     A.  Not  anything. 

O.  When  the  report  of  the  Mutual  Life  came  in  at  the  end  of 
the  year  did  you  personally  examine  it?     A.  Yes. 

Q.  Did  you  look  at  the  items  of  disbursements?  A.  It  is  very 
likely;  I  examined  the  reports. 

Q.  Was  not  your  attention  attracted  to  the  fact  that  it  was 
disbursing  a  great  deal  more  for  advertising,  printing  and  sup- 
plies than  any  other  insurance  company?  A.  My  attention  was 
not  called  to  that. 

Q.  You  did  not  notice  that  yourself?  A.  I  did  not  compare 
it  with  the  others. 

Q.  Is  the  explanation  of  that  the  fact  that  you  were  looking  to 
see  whether  that  great  institution  was  solvent?  A.  Yes,  that  is 
true. 

Q.  And  you  were  not  concerning  yourself  with  the  question 
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whether  the  policyholders  of  that  company  were  getting  the  re- 
turns through  economical  management  that  they  were  entitled 
to.  You  did  not  look  at  that  at  all,  did  you?  A.  No,  I  did  not 
look  at  that  at  all. 

Q.  What  led  you,  Mr.  Hendricks,  to  put  that  large  part  of 
insurance  conditions  out  of  your  view.  Why  did  you  confine 
yourself  to  the  matter  of  solvency?  A.  Why,  I  went  on  the 
theory  that  what  the  Insurance  Department  ought  to  do  was 
to  see  that  the  companies  were  able  to  pay  their  policy  obliga- 
tions. 

Q.  Did  you  not  understand  that  it  was  a  very  important  duty 
of  the  Superintendent  of  Insurance  to  collect  data  to  inform 
himself  as  to  conditions,  in  order  that  he  might  report  to  the 
Legislature  an^  legislation  that  might  be  advisable  or  necessary 
to  correct  abuses  ?     A.  Well,  I— yes. 

Q.  Section  46  of  the  Insurance  Laws  in  connection  with  the 
statement  of  what  you  shall  report  concludes  by  saying,  "Any 
amendment  to  the  Insurance  Law  which  in  his  judgment  may 
be  desirable."  From  time  to  time  you  have  suggested  amend- 
ments?   A.  Yes. 

Q.  And  it  was,  as  has  already  been  suggested,  in  connection 
with  that  duty  that  you  were  empowered  to  insist  upon  reports 
and  statements  that  you  might  require  ?  A.  Yes.  Mr.  Hughes, 
I  have  supposed  these  companies  were  very  successfully  man- 
aged, these  great  companies. 

O.  Well,  was  it  not  really  your  duty  to  find  out  whether  they 
were  or  not,  and  advise  the  Legislature  if  existing  laws  were 
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inadequate  to  enforce  that  management  upon  which  the  policy- 
holders had  a  right  to  depend?    A.  Oh,  possibly. 

Q.  In  other  words,  has  not  the  Insurance  Department  come 
into  a  relation  to  these  matters  which  practically  ignores  the 
function  of  recommending  remedial  legislation  and  being  in  a 
position  through  giving  information  to  the  State  of  protecting 
those  who  are  interested  in  these  institutions  ?  A.  Well,  I  think 
we  protected  them  as  far  as  their  policy  contracts  were  con- 
cerned. 

Q.  So  far  as  the  sufficiency  of  the  company  to  pay  the  liabil- 
ity fixed?    A.  Yes. 

Q.  According  to  the  legal  reserve?    A.  Yes. 

Q.  But  not  with  regard  to  the  returns  which  would  have  been 
made  had  they  been  more  honestly  and  economically  adminis- 
tered? A.  Well,  I  am  tempted  to  say  something,  but  I  guess 
I  won't. 

Q.  Well,  you  can  answer  the  question.  Not  with  regard  to 
that  part,  you  have  not  sought  to  protect  them.  A.  What  I 
was  going — I  was  going  to  say  something  which  of  course — 
but  I  think  I  won't.     No,  I  have  not  done  that. 

Q.  The  theory  of  the  law  is  in  effect,  that  given  an  insur- 
ance department  collecting  all  the  information  with  regard  to 
insurance  conditions  that  can  be  obtained  from  the  employees 
and  the  officers  and  directors  of  the  company,  and  the  sugges- 
tion of  remedial  legislation  from  time  to  time,  there  would  not 
be  really  any  need  of  a  Legislative  Committee,  would  there  ?  A. 
Well,  I  do  not  know  about  that. 

Q.  Unless  it  was  for  the  purpose  of  taking  the  testimony  of 
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those  who  were  outside  the  insurance  companies.  But  so  far 
as  the  people  who  were  inside,  and  the  books  and  papers,  there 
is  no  reason  why  the  Insurance  Superintendent  should  not  do  the 
same  work  at  his  leisure  which  we  are  doing  under  pressure? 
A.  May  I  make  a  statement,  Mr.  Hughes? 

Q.  Certainly,  Mr.  Hendricks.  A.  If  the  Insurance  Depart- 
ment was  to  take  one  of  these  great  companies  and  examine 
them  as  to  their  management  he  would  have  to  go  through 
every  letter  that  they  had  written;  he  would  have  to  examine 
every  record  there  was  there.  I  do  not  think  the  Insurance  De- 
partment with  ten  men  could  examine — take  the  Equitable  Life 
— and  find  everything  there  was  in  reference  to  their  manage- 
ment of  it  in  less  than  a  year.  And  after  we  had  got  through 
and  the  chief  examiner  had  made  an  affidavit  of  the  result  and 
he  had  got  out,  you  know,  why  they  could  take  a  million  dollars 
and  pay  it  on  some  loan  or  do  anything  else,  and  we  would  not 
know  anything  about  it.  The  fact  of  it  is,  that  I  think  you  must 
leave  the  management  of  the  companies  in  the  hands  of  the 
directors.    If  they  do  anything  wrong,  punish  them. 

Q.  Yes,  and  expose  them.  A.  And  expose  them,  yes,  for  it. 
You  see,  about  half  of  the  things  that  have  been  discovered  here 
would  not  be  possible  fpr  us  to  discover. 

Q.  Well,  it  seems  to  me  that  a  great  deal  more  might  be. 
Now,  for  example,  you  can  put  in  accountants  on  the  books  of 
the  New  York  Life,  or  the  Equitable,  or  the  Mutual,  and  keep 
them  in  for  three  months  before  you  need  to  take  a  bit  of  testi- 
mony. You  can  examine  all  their  vouchers ;  you  can  go  through 
every  one  of  their  accounts  quietly  in  your  office,  and  you  can 
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put  the  employees  on  the  stand?  A.  Well,  we  would  have  to 
have  the  books  up  to  our  office. 

Q.  Well,  quietly  in  their  office,  then,  to  make  the  necessary 
amendment.  The  point  is,  has  not  the  Insurance  Department, 
through  the  traditions  which  have  governed  its  practices,  lived, 
as  the  saying  is,  far  below  its  privileges  and  opportunities  ?  A. 
Possibly,  and  we  have  followed  the  traditions  of  the  office. 

Q.  Yes.  'But  with  regard  to  the  Mutual  I  understand  you 
did  not  become  personally  aware  either  of  the  salaries  or  of  the 
irregularities  in  the  supply  department,  or  of  the  irregularities 
in  connection  with  the  commission  contracts?    A.  No. 

Q.  Or  of  the  syndicate  operations  ?    A.  No. 

Q.  Or  of  any  of  the  matters  which  have  engrossed  our  atten- 
tion here?    A.  No. 

Q.  And  was  your  first  information  as  to  those  matters  your 
reading  of  the  reports  of  the  testimony  before  this  committee? 
A.  I  think  that  is  right. 

BY  THE  CHAIRMAN : 

Q.  Do  I  interpret  your  answer  correctly,  that  one  of  your 
suggestions  is  that  it  is  impossible  with  the  force  under  your 
command  to  attempt  even  the  thorough  examination  of  one  ot 
these  large  companies  ?  A.  Oh,  no.  Now,  I  said  that  if  we  were 
to  examine  as  to  its  management  thoroughly,  it  would  take  five 
or  six  men  a  year  to  do  it ;  that  is,  if  you  were  going  through 
every  paper  and  every  voucher  you  would  have  to  examine  every 
letter,  because  you  take  the  Equitable,  the  only  liability  that  the 
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Equitable  had  on  that  Turner  loan  was  a  letter,  which  we  would 
have  had  to  find  on  the  letter  book,  and  could  not  find  it  any- 
where else,  you  see. 

Q.  Well,  your  department  is  limited  by  the  legislative  appro- 
priations, is  it  not?  A.  Well,  yes;  I  think  we  get  thirty  thou- 
sand dollars  for  examinatiojis. 

Q.  But  you  cannot  spend  that  money  in  hiring  help  to  do  it? 
A.  No. 

Q.  That  is  to  say  you  are  limited  in  the  employment  of  as- 
sistants to  the  amount  appropriated  by  the  Legislature. 

Q.  And  that  is  an  absolute  limit?  A.  That  is  an  absolute 
limit. 

BY  MR.  HUGHES : 

Q.  Have  you  ever  tried  to  get  a  larger  appropriation  ?  A.  I 
think  I  could.  I  have  not  tried.  They  almost  always  cut  it 
down. 

Q.  If  you  are  getting  in  $281,000  and  spending  $137,000,  ap- 
proximately, of  your  appropriation,  you  could  expend  $144,000 
more  without  trenching  upon  the  funds  of  the  State  ?    A.  Yes. 

Q.  If  you  got  an  adequate  appropriation?  A.  Yes,  sir.  But 
I  will  tell  you  I  have  never  made  an  application  to  the  Appropria- 
tion Committee  that  they  did  not  cut  down. 

Q.  How  many  did  Mr.  Vanderpoel  have  assisting  him  when  he 
made  this  examination  of  the  Mutual?  Was  that  intended  to 
be  a  thorough  examination?    A.  It  was. 
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Q.  Apparently  it  lasted  a  considerable  time?  A.  It  was  in- 
tended to  be  very  thorough. 

Q.  And  you  relied  upon  him  for  the  thoroughness?  A.  I 
did. 

Q.  Suppose  it  had  been  brought  to  your  attention  that  there 
were  contracts  outstanding  giving  relatives  of  the  president  ex- 
travagant returns  for  their  services,  would  you  have  thought  it 
your  duty  to  do  anything  about  it  ?  A.  The  only  thing  that  I 
think  I  could  have  done  under  the  law  would  have  been  to  have 
made  it  public. 

Q.  And  referred.it  to  the  Attorney  General  ?    A.  Well,  yes. 

Q.  For  action  to  recover  whatever  funds  of  the  company  had 
been  wasted?  A.  Well,  I  am  not  prepared  to  say  that.  I  am 
prepared  to  say  that  it  could  have  been  made  public  if  we  had 
known  it. 

Q.  Now,  I  notice  that  in  the  case  of  the  Security  Mutual  there 
have  been,  according  to  your  statements  of  examinations,  an 
examination  at  the  beginning  of  1903,  1904  and  1905?  A.  I 
think  that  is  only  a  verification  of  their  statement. 

Q.  How  did  it  happen  that  you  went  in  there  to  verify  their 
statement  annually?    A.  That  was  at  their  own  request. 

Q.  Is  that  the  only  company  that  has  requested  that?  A.  I 
think  so. 

Q.  Then  did  you  certify  that  you  had  verified  their  statement 
and  found  it  correct?    A.  I  presume  so,  I  presume  so. 

Q.  Is  it  a  fact  that  they  requested  that  action  upon  your  part 
in  order  that  they  might  have  an  ofificial  certificate  annually  of 
the  correctness  of  their  statement?    A.  I  think  so. 
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Q.  Yes.     A.  Why,   I  should  think  so. 

Q.  Now,  going  to  the  New  York  Life  Insurance  Company,  it 
appears  from  your  statement  that  there  was  an  examination  on 
October  i6,  1899,  and  another  on  August  2,  1904.  What  led  to 
the  examination  of  1904?  A.  I  am  unable  to  tell  you  now.  I 
think  that  we  make  an  examination  once  in  three  or  four  years, 
along  about  that  time. 

Q.  Is  that  your  regular  practice,  once  in  three  or  four  years  ? 
A.  Yes,  I  think  about  that  time. 

Q.  Who  had  charge  of  the  examination  in  1904?  A.  Mr. 
Vanderpoel. 

Q.  And  he  selected  his  assistants?    A.  Yes. 

Q.  And  had  complete  charge  of  the  matter?  A.  Complete 
charge. 

Q.  Was  that  a  full  examination  ?  A.  Why,  yes,  I  think  so ; 
but  perhaps  not  as  full  as  the  Mutual. 

Q.  It  appears  that  the  New  York  Life,  according  to  this 
statement,  paid  you,  as  Superintendent,  for  that  examination, 
upward  of  twelve  thousand  dollars,  and  that  the  examination 
continued  from  January  to  August.  Is  that  in  accordance  with 
your  recollection?    A.  It  is  my  recollection. 

Q.  Did  you  personally  go  to  the  office  of  the  New  York  Life 
to  make  an  examination?    A.  I  did  not. 

Q.  Did  you  personally  put  any  of  its  officers  or  employees  on 
oath  ?    A.  I  did  not. 

Q.  Or  examine  any  books  or  papers?   A.  No. 

Q.  So  that  the  matter  was  entirely  in  the  hands  of  your  chief 
examiner?     A.  It  was. 
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Q.  What  did  your  chief  examiner  report  to  you  from  time 
to  time  as  to  his  discoveries?  A.  Oh,  I  have  no  recollection 
what  he  reported  to  me  from  time  to  time. 

Q.  Did  he  bring  to  your  attention  anything  which  indicated 
extravagance  of  management  ?    A.  I  do  not  think  so. 

Q.  Did  any  question  come  up  which  was  the  subject  of  dis- 
cussion between  you  and  Mr.  Vanderpoel?  A.  Why,  it  is 
difficult  for  me  to  recall. 

Q.  Well,  I  am  assuming,  of  course,  that  anything  of  such  a 
nature  as  the  matters  here  brought  out  would  have  remained 
in  your  memory.  A.  I  think  it  would,  if  there  had  been  some- 
thing like  that. 

Q.  So  we  may  assume  that  nothing  was  said  to  you  in  regard 
to  any  irregularities  in  management?  A.  I  do  not  think  any- 
thing was  said. 

Q.  Do  you  know  Andrew  Hamilton  ?    A.  I  do  not. 

Q.  Did  you  ever  learn,  prior  to  reading  the  testimony  here 
before  this  Investigating  Committee,  that  the  New  York  Life 
was  paying  in  the  neighborhood  of  one  hundred  thousand  dol- 
lars a  year  to  Mr.  Hamilton  for  matters  pertaining  to  legisla- 
tion?   A.  No. 

Q.  Or  any  sum  ?  A.  No.  I  knew  Mr.  Hamilton — I  heard  that 
Mr.  Hamilton  represented  some  insurance  companies,  but  I  had 
never  met  him. 

Q.  Do  you  require  the  companies  to  present  a  detailed  state- 
ment of  their  legal  disbursements  showing  the  names  of  the 
lawyers  who  have  had  the  money?   A.  No,  sir. 

Q.  And  what  they  have  had  it  for?    A.  No. 
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Q.  Has  the  department  ever  required  that  ?  A.  No,  I  do  not 
think  so. 

Q.  Why  should  information  of  that  sort  be  furnished  to  Prus- 
sia and  not  to  the  New  York  State  Department?  Here,  for 
example,  I  have  a  statement  of  the  legal  expenses  of  the  New 
York  Life  for  1898,  giving  in  detail  the  amounts  paid,  aggre- 
gating $171,725.88,  and  the  names  of  the  recipients  as  furnished 
to  the  Prussian  Government.  Now,  did  the  New  York  State  De- 
partment ever  have  a  statement  like  tliat  ?    A.  No. 

Q.  From  the  New  York  Life  or  any  other  company?  A.  I 
think  not.     It  is  pretty  complete. 

Q.  It  is,  isn't  it?  Suppose  you  had  had  a  statement  like  that 
in  your  hands,  you  would  have  done  something  about  it,  would 
you  not?  You  would  have  made  it  a  subject  for  ofificial  com- 
ment, at  least?    A.  Yes,  I  suppose  so. 

Q.  I  am  referring  to  Exhibit  No.  488.  It  appears  from  this 
statement,  for  example,  that  Andrew  Hamilton  received  in  the 
year  1898  $88,705.50.  If  such  a  payment  as  that  for  a  legal 
expense  were  brought  to  the  attention  of  the  Insurance  Super- 
intendent he  would  want  to  know  what  that  was  for,  would  he 
not  ?    A.  Lawyers  come  pretty  high. 

Q.  Yes?  A.  We  got  what  we  supposed  were  the  legal  ex- 
penses of  the  Equitable,  I  am  not  sure  that  they  were. 

Q.  Well,  you  got  a  total  here  in  the  case  of  the  New  York 
Life,  and  the  point  is  that  it  had  not  been  the  tradition  of  the 
department  or  the  ordinary  practice  to  require  anything  more 
than  so  much  for  legal  expenses  ?    A.  No. 

Q.  And  as  long  as  they  had  enough  left  to  meet  their  liabilities 
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and  such  a  margin  that  in  the  ordinary  expectation  of  life  would 
not  be  exhausted,  why,  you  would  not  take  up  the  question  of  the 
details  of  their  disbursements?  A.  Why,  I  do  not  know  what 
report  they  made.  Of  course,  I  am  not  accurate.  It  is  possible 
they  did  not  put  them  all  in  the  legal  expenses  they  reported. 

Q.  I  am  inclined  to  think  they  did.  They  put  in  the  whole 
statement.  But  you  did  not  have  the  details  of  it,  so  you  were  in 
a  position  to  put  your  finger  upon  anything  that  would  mark  an 
irregularity  or  an  abuse  which  should  be  corrected.  Now,  what 
was  your  practice  in  regard  to  reports  that  came  in,  did  you 
look  them  over  yourself,  the  annual  reports?    A.  Well,  not  all 

of  them.     If  there  was  anything  that  the  statistician,  he 

would  bring  it  to  me. 

Q.  Then  the  reports  went,  as  you  have  already  said,  I  think, 
to  the  statistician  in  the  first  instance  ?    A.  In  the  first  instance. 

Q.  What  was  his  duty  with  reference  to  such  report?  A.  Why, 

he  examined  all  the  reports  and,  I  guess I  did  the  securities 

part  of  the  time  myself,  as  to  the  value  of  the  securities. 

Q.  Did  you  look  through  the  collateral  loans?    A.  I  did  not. 

Q.  Did  you  take  up  the  statements  to  make  a  personal  examina- 
tion of  them  with  reference  to  the  securities,  or  did  you  simply 
take  such  matters  as  were  referred  to  you  by  the  statistician  ?  A. 
Well,  in  some  cases  I  took  up  myself  as  to  the  securities,  not  in  all 
cases,  but  in  some  years. 

Q.  Here,  for  example,  is  the  list  of  collateral  loans  of  the 
Equitable.  Did  you  examine  the  sheets  of  collateral  loans  prior 
to  the  examination  you  made  this  year  ?  A.  I  think  the  collateral 
loans  were  examined  by  our  department. 
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Q.  Who  has  charge  of  that  matter?    A.  Mr.  Vanderpoel. 

Q.  Was  it  his  duty  apart  from  the  conducting  of  an  examina- 
tion to  go  over  the  collateral  loans  ?    A.  Oh,  I  suppose. 

Q.  Did  you,  in  examining  the  collateral  loans  or  other  state- 
ments submitted  by  the  companies,  endeavor  to  ascertain  whether 
the  companies  were  getting  the  best  of  you  in  what  is  called  win- 
dow dressing.     A.  Well,  I  presume  not. 

Q.  Did  anyone  in  the  department  endeavor  to  ascertain  whether 
there  had  been  any  shifting  of  securities  or  temporary  arrange- 
ments made  which  would  indicate  that  the  department  report  was 
not  true  ?    A.  No,  we  took  the  report  that  was  made  to  us. 

Q.  Pardon  me?    A.  We  accepted  the  report. 

Q.  When  you  got  the  report  at  the  end  of  one  year  and  got 
another  at  the  end  of  another  year,  you  took  those  as  of  respec- 
tive dates  without  inquiring  for  transactions  in  the  course  of  the 
year  to  see  whether  they  modified  the  results  ?     A.  That  is  right. 

Q.  Unless,  then,  you  had  an  examination  you  would  not  detect 
whether  the  securities  reported  at  the  end  of  a  given  year  were 
changed  in  the  beginning  of  the  next  year?  A.  I  think  not,  with- 
out an  examination. 

Q.  Don't  you  think  it  was  important  from  time  to  time  to  make 
a  test  examination  to  see  whether  anything  of  that  sort  was 
going  on  ?    A.  It  did  not  occur  to  me. 

Q.  As  far  as  you  know  the  practice  of  the  department,  had  it 
been  the  custom  to  make  such  examinations?    A.  I  think  not. 

Q.  When  was  it  first  that  you  learned  that  Kuhn,  Loeb  &  Com- 
pany, for  example,  were  taking  alleged  collateral  loans  at  the  end 
of  the  year  either  in  their  own  name  or  in  the  names  of  their 
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clerks  without  any  red  loans  being  in  existence  or  intended  to  be? 
A.  I  have  seen  such  a  statement  in  the  newspapers.    I  learned  it. 

Q.  Did  not  you  learn  that  in  the  course  of  your  examination  this 
year  ?    A.  I  do  not  think  so. 

Q.  Who  conducted  the  examination  this  year?  A.  Mr.  Van- 
derpoel.  Now  we  may  have  learned  it,  but  I  do  not  think  they  had 
those  loans  at  that  time. 

Q.  Well,  now,  let  us  see,  here,  for  example,  on  December  30 
and  31,  1901,  we  find  collateral  loans  to  Kuhn,  Loeb  &  Company 
by  the  Equitable  Life  of  a  half-million  dollars  ?    A.  Yes. 

Q.  At  the  end  of  1902  we  have  collateral  loans  to  J.  J.  Hanauer, 
S.  Siegman,  E.  S.  Steiner  and  S.  Siegman,  of  about  nine  million 
dollars.  At  the  end  of  1903  we  have  collateral  loans  to  Kuhn, 
Loeb  &  Company  of  about  nine  million  dollars.  At  the  end  of 
1904  we  have  collateral  loans  to  Simon  Siegman,  Herman  Woog, 
Siegfried  Heimann,  Eugene  H.  Pall,  of  about  the  same  amount. 
Now,  on  looking  over  the  collateral  sheet,  didn't  that  attract  your 
attention?    A.  I  have  never  seen  it. 

Q.  That  was  not  brought  to  your  notice  ?    A.  No. 

Q.  And  so  far  as  you  know  the  inquiry  was  not  made  to  ascer- 
tain who  Messrs.  Hanauer,  Siegman  and  Steiner  were?    A.  No. 

Q.  And  whether  they  were  employees  of  Kuhn,  Loeb  &  Com- 
pany? A.  So  far  as  I  know,  no.  Were  those  repaid  on  the  1st 
of  January? 

Q.  I  don't  know  whether  we  should  use  the  word  "repaid;" 
the  transaction  was  disposed  of  the  ist  or  2d  of  January.  The 
loans  had  a  popular  designation,  I  understand,  as  "End  of  the 
Year  Loans,"  and  their  obvious  purpose  was  to  reduce  the  cash 
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balances  on  hand,  substituting  in  the  report  collateral  loans.  Now, 
has  that  wholly  escaped  the  attention  of  the  department,  so  far 
as  you  are  aware?    A.  Yes,  sir. 

Q.  It  would  seem  that  the  Equitable  was  examined  in  1902, 
referring  to  the  examination  prior  to  the  one  of  this  year.  Who  had 
charge  of  that  examination  ?     A.  Mr.  Vanderpoel. 

Q.  He  has  charge  of  all  your  examinations,  has  he?  A.  All 
the  important  ones. 

Q.  All  the  important  examinations?  You  yourself  have  con- 
ducted the  examination  of  the  Equitable  in  1905  to  a  considerable 
extent,  have  you  not  ?    A.  Only  as  to  its  management. 

Q.  In  making  these  examinations,  is  testimony  taken  quite  fre- 
quently?   A.  I  think  so. 

Q.  Had  you  not,  prior  to  the  time  of  making  your  examination 
in  1905,  discovered  any  of  the  facts  alluded  to  in  your  report  of 
that  examination  ?    A.  I  had  not. 

Q.  Take,  for  example,  the  leases  made  to  the  Mercantile  Safe 
Deposit  Company  and  their  extraordinary  terms,  to  which  you 
called  deserved  attention  in  your  report.  Had  you  not  learned  of 
that  in  any  way  prior  to  that  time?     A.  No. 

Q.  How  is  it  that  that  was  not  disclosed  in  the  examination  of 
1902  ?  A.  I  could  not  tell  you ;  I  don't  think  those  leases  were  in 
the  possession  of  the  company  at  that  time,  I  think  we  found  the 
leases  in  the  possession  of — well — a  private  safe.  I  have  for- 
gotten now. 

Q.  You,  of  course,  had  the  books  showing  the  income  and  the 
outlays?    A.  Yes. 

Q.  And  the  large  amounts  disbursed  for  maintenance  and  re- 


•5651 


Testimony  of  Francis  Hendricks 

pairs  and  the  small  relative  returns,  and  you  were  in  a  position  to 
ascertain  from  the  examination  of  the  officers  the  terms  of  the 
leases  ?  A.  I  don't  know  whether  anyone  could  have  got  that  out 
01  the  officers  or  not,  at  that  time.  Somebody  made  a  suggestion 
to  me  that  there  were  such  leases,  and  when  I  inquired  of  the 
officers  of  the  company  they  said  they  didn't  know  where  they 
were,  and  it  was  some  time  before  I  could  get  track  of  where  the 
leases  were  or  what  they  were.  I  know  it  was  several  days  before 
we  could  find  the  leases,  and  then  they  came  out  of  somebody's 
private  safe. 

Q.  We  will  take  the  transactions  with  regard  to  the  increase 
of  stock  of  the  Equitable  Trust  Company — had  you  known  those 
prior  to  the  examination  of  this  year?     A.  I  think  not. 

Q.  They  had  not  been  brought  to  your  attention  by  any  one  in 
or  out  of  the  department  ?    A.  No. 

Q.  Of  course  the  existence  of  accounts  that  were  not  kept  on 
the  books  of  the  company  did  not  have  your  attention  directed  to 
in  any  way?     A.  No,  sir. 

Q.  It  has  been  mentioned  here  by  one  of  the  witnesses  that  for  a 
considerable  period  of  time  the  cashier  kept  a  memorandum  of  a 
very  large  sum  carried  on  a  cash  or  memorandum  ticket  or  in  a 
book  that  corresponded  to  it  in  lieu  of  cash  in  possession,  and 
balanced  his  cash  by  treating  this  ticket  as  the  equivalent.  Did 
you  ever  know  of  that  ?    A.  I  did  not. 

Q.  Well,  now,  what  examination  was  made  under  your  instruc- 
tions to  verify  the  cash  returns  of  the  cashier  as  to  cash  on  hand  ? 
A.  Why,  Mr.  Vanderpoel  made  it ;  I  did  not  give  any  instructions. 

Q.  How    could    a    cashier    for    a    long   period    carry    over    a 
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memorandum  for  a  very  large  amount  of  money  in  cash  without 
the  department's  knowing  it  ?    A.  I  cannot  answer  that  question. 

Q.  You  are  in  the  position  of  a  superintendent  who  rehed  upon 
your  subordinates?    A.  Yes. 

Q.  But  in  looking  over  your  reports  or  the  reports  furnished 
you  from  time  to  time,  was  not  your  attention  attracted  to  the  very 
large  amounts  expended  by  the  Equitable,  by  the  Mutual,  by  the 
New  York  Life  for  legal  disbursements?  A.  I  thought  they 
were  large ;  I  did  not  know  what  they  had  hid  away  in  them. 

Q.  Did  you  suspect  that  those  men  or  those  companies  were  in- 
terested in  maintaining  a  Legislative  watchguard  ? 

THE  CHAIRMAN :  I  think  we  had  better  suspend  until  con- 
versation in  the  room  shall  cease.  We  have  extreme  difficulty  in 
hearing  you,  Mr.  Hendricks,  and  we  want  to  hear  your  testimony, 
and  we  would  be  obliged  to  those  in  the  room  if  they  would  assist 
in  maintaining  silence.  Mr.  Hendricks  does  not  customarily 
speak  very  loud,  and  we  are  anxious  to  hear  his  testimony. 

Q.  Did  you  ever  have  any  suspicion,  to  repeat  the  question, 
that  those  companies  were  disbursing  large  amounts  in  connec- 
tion with  matters  of  legislation?  A.  No,  not  large  amounts.  I 
had  supposed,  as  I  had  always  known,  that  they  had  some  men 
retained  up  there  to  look  after  their  legislation.  I  never  knew 
that  they  disbursed  any  money. 

Q.  Well,  why  didn't  you  look  into  the  matter  of  their  disburse- 
ments in  that  connection,  to  find  out  how  they  did  and,  if  possible, 
to  the  end  that  any  legislation  that  could  be  recommended  which 
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would  prevent  that  sort  of  thing,  could  be  proposed  by  you.  A. 
Why,  I  did  not  know  that  they  had  expended  money  up  there.  I 
knew  that  they  had  always  had  some  people  come  up  to  represent 
them. 

Q.  Has  your  department  ever  thought  it  advisable  to  compel 
the  companies  to  submit  something  which  show  exactly  how  their 
business  resulted  in  gains  or  losses  for  the  year  ?  A.  I  think  that 
question  has  been  taken  up  by  the  Insurance  Commissioners  sev- 
eral times. 

Q.  The  Board  of  Insurance  Commissioners  ?    A.  Yes,  sir- 

Q.  The  Wisconsin  department  has  for  many  years  required 
what  is  called  a  gain  and  loss  exhibit.  •  Has  the  New  York  depart- 
ment ever  required  that  or  any  gain  and  loss  statement?  A.  I  do 
not  think  so. 

Q.  Has  that  matter  been  brought  to  your  attention  during  your 
term  of  ofHce?    A.  No. 

Q.  Have  you  thought  yourself  of  the  wisdom  of  requiring  such 
a  statement?  A.  I  have  heard  the  statement  made  by  those  whom 
I  think  are  better  qualified  to  speak  on  that  that  it  was  a  pretty 
difficult  statement  to  make. 

Q.  To  make  up — were  you  advised  that  the  insurance  com- 
panies opposed  making  such  a  statement?    A.  No. 

Q.  Isn't  it  a  fact  that  they  have  opposed?  A.  If  they  have  I 
don't  know. 

Q.  You  don't  know  anything  about  that?     A.  No,  sir. 

Q.  Don't  you  think  that  it  is  important  that  they  should  be 
compelled  to  exhibit  just  what  they  had  gained  on  mortality  and 
what  they  had  gained  on  investments,  and  how  their  expenses 
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compare  with  the  loadings  on  their  premiums,  to  the  end  that  the 
department  would  know  whether  they  were  running  ahead  or  be- 
hind on  their  insurance  business  A.  I  am  not  prepared  to  answer 
that  question  any  further  than  this,  as  an  off-hand  opinion,  I  say 
yes.    After  making  an  examination  I  might  change  it. 

Q.  The  gain  and  loss  exhibit  has  been  of  a  good  deal  of 
service  to  the  committee  and  counsel,  as  we  find  it  in  the  data 
taken  from  the  Wisconsin  reports,  and  the  inquiry  is  necessarily 
suggested  as  to  the  attitude  of  the  New  York  Department 
toward  that,  and  whether  you  as  Superintendent  do  not  think 
it  is  a  good  thing  to  have  it.  A.  Well,  I  am  inclined  to  say  yes, 
offhand. 

Q.  Have  you  asked  during  your  incumbency  for  any  informa- 
tion from  insurance  companies  additional  to  that  which  was 
previously  required?    A.  I  don't  think  so. 

Q.  Haven't  you  amended  your  form  of  report — I  mean  of  re- 
quired report  from  the  companies?  I  was  under  the  impression 
that  a  new  form  had  been  introduced  about  igoo  or  1901. 

MR.  APPLETON :  At  the  Columbus  Convention,  about  four 
years  ago. 

Q.  Mr.  Appleton  suggests  that  the  Columbus  Convention— 1 
suppose  he  refers  to  the  convention  of  Insurance  Commissioners 
— made  some  recommendation.    Do  you  recall  that?    A.  Yes. 

Q.  And  did  that  result  in  the  adoption  of  a  new  form?    A. 
Of  a  uniform  blank. 

Q.  What  is  this  organization  of  Insurance  Commissioners — 
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is  it  a  regular  organization  which  holds  stated  meetings?  A. 
They  hold  annual  meetings. 

Q.  And  do  they  compare  notes  as  to  the  operations  of  the 
various  departments?    A.  Well,  yes,  I  think  so. 

Q.  Mr.  Dawson  suggests  that  it  is  not  as  to  actual  opera- 
tions, but  as  to  methods  of  operation  that  they  compare  notes. 
Do  they  make  suggestions  with  reference  to  reforming  legisla- 
tion from  time  to  time?  A.  I  have  only  attended  one  of  those 
meetings. 

Q.  What  reforms,  if  any,  in  the  insurance  law  have  you  pro- 
posed?   A.  That  is  quite  a  problem. 

Q.  You  have  made  recommendations  from  time  to  time,  have 
you  not?    A.  Oh,  yes. 

O.  Have  you  made  recommendations  at  the  request  of  any 
of  the  companies  ?    A.  I  think  not. 

Q.  Have  you  made  recommendations  against  their  opposi- 
tion?   A.  I  do  not  think  so. 

Q.  Well,  do  you  recall  any  particular  line  of  legislation  that 
you  have  requested  in  the  direction  of  reforming  conditions? 
For  example,  have  you  made  recommendations  with  regard  to 
assessment  corporations?    A.  Yes. 

Q.  What  have  they  been?  A.  I  made  a  recommendation,  I 
think,  to  prohibit  their  further  incorporation. 

Q.  To  prohibit  assessment  incorporation?    A.  Hereafter. 

Q.  Hereafter  being  organized  under  the  laws  of  this  State? 
A.  Yes,  I  think  I  did. 

Q.  And  that  would  carry  with  it  the  prohibition  of  others 
from  other  States  coming  in?    A.  Yes. 
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O.  Which  are  not  already  here?    A.  Yes. 

Q.  That  is,  that  was  a  part  of  your  claim  ?    A.  Yes. 

Q.  What  happened  to  that  legislation?  A.  The  Legislature 
did  not  look  favorably  on  it. 

Q.  The  Legislature  did  not  act  on  it?  A.  I  say  they  did 
not  look  favorably  on  it. 

Q.  When  was  the  bill  introduced?  A.  We  have  had  two 
bills  there,  last  year  and  the  year  before. 

Q.  1905  and  1904?  A.  That  is  my  impression;  I  am  not 
sure. 

Q.  And  were  those  department  bills?     A.  Yes. 

Q.  Were  they  introduced  at  the  suggestion  of  any  insurance 
company?     A.  No. 

Q.  Were  they  opposed  by  any  insurance  companies?  A. 
They  were  opposed  by  the  assessment  companies. 

Q.  You  draw  a  distinction,  or  rather  the  law  draws  a  distinc- 
tion, between  what  is  called  an  assessment  corporation  and  a 
fraternal  organization?    A.  Yes. 

Q.  Roughly,  in  the  latter  case,  there  is  an  organization  some- 
what on  the  lodge  system?    A.  Yes. 

O.  Which  is  not  so  in  the  case  of  an  assessment  corporation? 
A.  No. 

BY  THE  CHAIRMAN : 

Q.  Mr.  Hendricks,  I  would  like  to  ask  you  whether  within 
your  recollection  the  Insurance  Committee  of  either  house  of 
the  Legislature  passed  a  bill  against  the  department's  recom- 
mendation?   A.  I  cannot  recall  of  any  now. 

(Recess  until  2.30  P.  M.) 
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AFTER  RECESS. 

FRANCIS  HENDRICKS  resumed. 
BY  MR.  HUGHES : 

Q.  We  were  speaking  at  the  close  of  the  morning  session  of  the 
powers  of  the  department  and  its  attitude  with  reference  to  assess- 
ment corporations.  What  does  the  department  do  with  reference 
to  the  supervision  of  such  companies  ?  A.  They  cannot  do  a  great 
deal  except  inquire  on  the  making  of  their  annual  report. 

Q.  Is  there  any  test  of  solvency  or  insolvency  iinder  the  law 
with  reference  to  assessment  corporations  ?     A.  There  is  none. 

Q.  Has  the  superintendent  any  power  to  prevent  an  assessment 
company  from  continuing  its  business  ?  A.  I  think  under  the  law 
that  we  got  passed  last  Winter  which  was  a  compromise  that 
wherever  a  company  exceeded  35  per  cent,  of  the  cost  of  manage- 
ment it  was  referred  to  the  Attorney  General. 

Q.  Is  that  of  any  real  value?  A.  Yes,  I  think  that  would  be 
helpful. 

Q.  In  what  way  would  it  be  helpful?  A.  Well,  if  they  were 
to  continue  business  they  would  be  likely  not  to  expend  as  much 
money — would  be  a  little  more  careful  in  the  expenditure  of  money. 

Q.  The  provision  to  which  you  refer  is  found  in  Article  207  of 
the  Insurance  Law  as  follows :  "Whenever  it  shall  appear  to  the 
superintendent  of  insurance  on  investigation  or  examination  that 
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the  actual  expenses  of  management  of  any  corporation,  association 
or  society  to  which  this  article  is  applicable,  whether  heretofore  or 
hereafter  authorized  or  permitted  to  do  business  within  this  State, 
for  the  year  preceding  the  year  in  which  such  investigation  or 
examination  is  made,  were  more  than  thirty-five  per  centum  of 
the  cash  income  actually  received  from  premiums,  assessments 
and  membership  fees,  the  authority  or  renewal  of  authority,  if  it 
be  a  foreign  corporation,  association  or  society  shall  be  revoked, 
and  the  superintendent  shall  cause  notice  of  such  revocation  to  be 
published  for  four  weeks  in  the  State  newspaper  published  in  the 
County  of  Albany,  and  no  new  insurance  shall  thereafter  be  written 
by  such  corporation,  association  or  society  within  this  State;  and 
if  it  be  a  domestic  corporation,  association  or  society,  it  shall  be  the 
duty  of  the  superintendent  of  insurance  to  cause  to  be  served  on 
the  president  or  other  officer  of  such  corporation,  association  or 
society,  a  notice  in  writing  to  immediately  cease  the  transaction  of 
new  business  and  in  the  event  of  their  failure  so  to  do,  he  shall 
report  the  facts  of  such  investigation  and  examination  and  his  pro- 
ceedings thereunder,  which  shall  be  prima  facie  evidence  of  the 
facts  therein  stated,  to  the  attorney  general,"  etc.  You  really 
think  that  that  is  of  some  importance?  A.  I  think  it  is  of  some 
importance. 

Q.  Now  we  have  had  before  us  the  case  of  the  Empire  Life 
Insurance  Company.  It  appears  that  its  total  income  receipts  for 
1904  were  about  a  thousand  dollars  less  than  its  disbursements ; 
that  its  balance  of  ledger  assets  brought  over  from  1903  were 
about  $11,000.  That  it  had  unpaid  mortuary  liabilities,  including 
•contested  claims  of  about  $45,000,  and  yet  its  income  from 
premiums  or  assessments  was  in  the  neighborhood  of  $78,000  and 
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its  expenses  were  comparatively  small.  This  provision  of  law  did 
not  affect  that  company,  did  it?    A.  Not  under  that  statement. 

Q.  No.  Have  you  had  the  facts  in  relation  to  that  company 
brought  to  your  attention  (handing  witness  letter).  Let  us  see 
whether  that  company  has  not  come  within  the  provision  of  the 
law.  I  find  it  appears  from  the  Blue  Book  here  that  it  received 
in  1904  in  premiums  $78,043 ;  that  its  total  income  was  $78,335 ; 
that  it  paid  to  agents  and  medical  examiners  $4,323  and  expenses 
of  management  $18,034,  making  a  total  of  $22,356,  so  that  it  was 
a  little  under,  according  to  those  figures,  35  per  cent.  To  recur  to 
my  question  again,  have  you  had  that  brought  to  your  attention? 
A.  Yes. 

Q.  Now,  has  the  Superintendent  of  Insurance  under  the  law  as 
it  now  stands  any  way  of  dealing  with  that  company  on  those 
facts  ?      A.  I  don't  think  that  it  has. 

Q.  It  would  appear  from  that  that  a  provision  limiting  expenses 
to  35  per  cent,  of  the  premium  income  is  practically  a  mockery 
as  to  the  control  of  assessment  companies?  A.  I  think  you  will 
find  that  there  are  a  number  of  assessment  companies  that  will 
have  to,  in  my  opinion,  go  out  under  this  law. 

Q.  Is  that  so  ?    A.  I  think  so.  » 

Q.  Then  there  are  a  number  of  other  assessment  companies 
operating  on  the  same  unsatisfactory  basis  than  the  Empire? 
A.  I  think  so,  some  small  ones. 

Q.  Is  it  your  judgment  that  a  company  should  be  tolerated  to  do 
a  business  of  assessment  insurance  under  such  conditions  as  are 
indicated  by  the  facts  stated  in  my  question  ?  A.  I  am  very  sure 
they  ought  not  to. 
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Q.  And  yet  the  law  of  the  State  is  such  that  the  superintendent 
is  powerless  to  prohibit  it?    A.  It  is. 

Q.  Are  you  familiar  with  the  circulars  that  have  been  sent  out 
by  that  company?     A.  No,  I  am  not. 

Q.  Have  you  taken  supervision  of  that  company  to  the  extent 
of  requiring  them  to  submit  to  the  department  specimens  of  the 
circulars  they  were  issuing?    A.  We  have  not. 

Q.  Now,  in  one  of  the  circulars  which  this  company  has  issued, 
produced  here  in  evidence  we  find  the  statement:  "It  furnishes 
life  insurance  at  cost  'with  a  sufficient  reserve  fund  to  guarantee 
the  payment  of  its  claims,"  and  when  we  inquired  as  to  this  reserve 
fund  we  found  that  it  resided  in  the  capacity  to  assess  its  members. 
That  has  not  been  called  to  the  attention  of  the  department? 
A.  No. 

Q.  The  issuance  of  such  circulars?     A.  No. 

Q.  Now,  in  a  case  where  you  are  not  able  to  prevent  a  company 
from  doing  business  because  of  the  limitation  of  the  law,  do  you 
not  think  it  would  be  advisable  for  the  department  so  far  to  super- 
vise their  business  as  to  prevent  the  issuance  of  misleading  circu- 
lars ?    A.  Yes,  sir,  that  is  right,  probably. 

Q.  I  asked  you  a  moment  ago  as  to  whether  there  was  any  test 
of  solvency  or  insolvency  provided  by  law  in  such  cases.  In  the 
concluding  clause  of  Section  207  of  the  Insurance  Law  we  find  the 
following:  "When  the  superintendent  on  investigation  shall  be 
satisfied  that  any  corporation  organized  under  the  laws  of  this 
State  doing  business  in  this  State  of  the  character  defined  in  this 
article  is  insolvent  because  of  matured  death  claims  or  obligations 
due  and  unpaid  exceeding  its  assets  and  death  or  disability  assess- 
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merits  or  periodical  calls  made  or  in  process  of  collection  ,at  the 
date  of  such  investigation,  or  has  exceeded  its  powers,  failed  to  com- 
ply with  any  provision  of  the  law,  or  is  conducting  business  fraudu- 
lently, he  shall  report  the  facts  to  the  attorney  general,  who,  if  he 
shall  be  of  the  opinion  that  the  facts  require  such  action  must  there- 
upon apply  to  the  Supreme  Court  at  a  special  term  thereof  within 
the  judicial  district  in  which  the  principal  office  of  such  corpora- 
tion or  association  or  society  within  the  State  is  located,  for  an 
■order  requiring  the  officer  of  said  corporation  or  society  to  show 
cause,''  etc.  The  test  of  solvency  under  that  provision  is  whether 
its  matured  death  claims  or  obligations  at  the  time  or  unpaid  ex- 
ceed its  assets  and  death  or  disability  assessments  or  periodical  calls 
made  or  in  process  of  collection  at  the  date  of  such  investigation  ? 
A.  Yes. 

Q.  Now,  before  you  have  a  chance  to  complete  the  report  upon 
such  a  company  the  company  can  make  another  assessment,  can't 
it?    A.  Yes. 

Q.  Upon  its  members  for  any  amount  that  it  is  necessary  to 
provide  the  moneys  to  meet  the  matured  claims?     A.  I  think  so. 

Q.  So  that  as  a  practical  matter  that  is  not  any  aid  to  the  depart- 
men,  is  it  ?     A.  I  don't  think  so. 

Q.  That  part  of  it.  But  there  is  another  part  of  it  where  the 
Superintendent  finds  on  its  investigation  that  the  company  is  con- 
ducting its  business  fraudulently,  that  then  it  may  report  the 
matter  to  the  Attorney  General.  Now,  what  is  conducting  busi- 
ness fraudulently  in  the  case  of  an  assessment  company,  according 
to  your  idea  ?    A.  Well,  .possibly  a  misstatement  might  be  that. 

Q.  Misleading  statement?     A.  I  say  they  might  be. 
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Q.  Deceptive  circulars  ?    A.  It  might  be  possible,  sir. 

Q.  The  practice  of  agents  in  deluding  policyholders  into  the- 
idea  that  they  are  dealing  with  substantially  level  premium  policies. 
All  that  would  come  under  that  head  ?    A.  Yes. 

Q.  So  that  really  this  provision  with  regard  to  conducting  busi- 
ness fraudulently  puts  it  within  the  power  of  the  Superintendent  to. 
elicit  facts  showing  such  conduct  for  the  purpose  of  reporting  to- 
the  Attorney  General?  A.  I  think  that  is  true,  but  what  the 
Attorney  General  would  decide,  I  don't  know. 

Q.  The  duty  of  the  Superintendent  would  be  discharged  in 
ascertaining  the  facts,  and  reporting  to  the  Attorney  General  ?  A. 
Yes. 

Q.  Now,  has  the  Superintendent  referred  any  matters  of  assess- 
ment companies  to  the  Attorney  General  during  your  incumbency  ? 
A.  I  am  not  sure  about  that. 

Q.  Have  you  taken  steps  to  close  up  any  assessment  companies, 
or  to  prevent  their  continuance  in  business  by  the  use  of  this 
power  ?     A.  I  don't  think  so.    I  supposed  that  we  were  helpless. 

Q.  I  understand  that  that  provision  about  conducting  business 
fraudulently  has  been  in  the  law  for  some  time?    A.  Yes. 

Q.  Now,  we  have  also  had  evidence  here  that  by  holding  back 
an  approval  of  a  death  claim  for  a  certain  time,  the  maturity  of 
the  claim  under  the  claims  of  the  policy  can  be  postponed.  That 
would  be  another  way  of  evading  this  provision  which  attempts  to 
supply  a  test  of  solvency  ?    A.  Yes. 

Q.  In  other  words,  if  the  matured  claims  are  coming  along  too 
fast  the  assessment  companies  under  their  policies  can  hold  back 


5663 


Testimony  of  Francis  Hendricks 

approval,  or  if  they  have  too  many  death  claims,  as  compared  with 
their  assets  they  can  issue  another  assessment  ?     A.  Yes. 

Q.  And  as  a  practical  matter  the  Superintendent  cannot  do  any- 
thing- unless  their  expenses  are  35  per  cent,  more  than  their 
premium  income  in  the  year  before,  or  unless  he  has  evidence  that 
they  have  conducted  their  business  fraudulently  ?    A.  Yes. 

Q.  That  is  the  state  of  the  law  on  that,  is  it  not  ?    A;  I  think  so. 

Q.  Now,  when  a  company  which  has  been  doing  an  assessment 
business  gets  into  a  position  where  it  finds. that  its  rates  have  been 
insufficient  and  desires  to  scale  its  policies  or  to  put  liens  upon  its 
policies,  does  the  department  require  that  the  matter  shall  be  sub- 
mitted to  it  for  its  approval?     A.  I  think  not. 

Q.  In  your  supervision  of  assessment  companies  do  you  en- 
deavor to  ascertain  whether  or  not  their  liens  are  put  on  equitably  ? 
A.  Why,  I  think  in  the  case  of  the  Mutual  Reserve  we  did  go  into 
that  question,  sir. 

Q.  There  they  had  claimed  that  the  rate  of  mortality  made  it 
essential  that  there  should  be  an  increase  of  rates  to  attained  age. 

THE  CHAIRMAN:  Mr.  Hendricks,  the  stenographer  claims 
that  he  cannot  record  your  answers  unless  you  make  them  clearly. 

THE  WITNESS :  I  will  endeavor  to. 

Question  repeated  as  follows: 

Q.  There  they  had  claimed  that  the  rate  of  mortality  made  it 
essential  that  there  should  be  an  increase  of  rates  to  attained  age 
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and  that  the  conditicms  were  such  as  to  require  on  certain  ex- 
changes of  policies,  the  imposition  of  a  lien.  Do  you  recall  whether 
the  department  made  an  examination  to  ascertain  whether  in  fact 
the  rate  of  mortality  had  increased?  A.  I  think  that  Ihas  been 
gone  into  by  Mr.  Vanderpoel  in  the  case  of  the  Mutual  Reserve. 

Q.  The  question  of  the  Mutual  Reserve  was  also  in  Mr.  Vander- 
poel's  charge  ?     A.  Yes,  sir,  it  was. 

Q.  Is  an  insurance  company  under  the  law,  as  you  practically 
interpret  it,  empowered  to  take  over  the  business  of  another  or- 
ganization without  the  department's  approval?  A.  Why,  I  am 
not  sure  about  that. 

Q.  Take,  for  example,  the  case  of  the  acquisition  of  the  busi- 
ness of  the  Northwestern  of  Chicago,  an  assessment  association, 
by  the  Mutual  Reserve,  some  years  ago ;  did  the  department  ap- 
prove that?     A.  Why,  I  cannot  tell  that. 

Q.  Was  that  before  your  day?  A.  Was  it  before  my  day? 
Afterward,  I  think  so. 

Q.  It  was  during  your  term  of  office?  A.  My  impression  is 
that  that  was  taken  over  without 

THE  CHAIRMAN :  Inasmuch  as  we  only  desire  to  get  at  the 
facts,  Mr.  Appleton,  or  any  of  your  other  assistants,  are  at  liberty 
to  answer  through  you,  if  you  choose  to  adopt  their  information. 
We  only  want  to  get  at  the  facts,  and  there  is  no  harm  in  your 
seeking  information  from  them  in  order  to  answer  questions. 

Q.  I  want  to  know  whether  it  was  known  to  the  department 
that  the  Mutual  Reserve  was  paying  out  in  commissions  under  one 
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contract  two  hundred  and  seventy-six  thousand  dollars,  and  under 
another  contract  an  additional  one  hundred  and  nine  thousand  dol- 
lars, in  consideration  of  that  business?  A.  Not  at  the  time.  I 
think  Mr.  Vanderpoel  learned  it  at  the  time  of  the  last  examina- 
tion. 

Q.  Now,  in  the  last  examination,  or  the  report  upon  such  ex- 
amination, which  is  under  date  of  July  6th,  1905,  I  find  on  page 
seven  a  reference  by  the  chief  examiner  to  the  premium  paid  by 
the  Northwestern  Life  Assurance  Company  to  the  Mutual  Re- 
serve, as  a  consideration  for  the  latter's  assuming  such  liability  as 
may  have  been  transferred  to  it  by  the  former  company,  amount-" 
ing  to  $290,647.21 ;  and  that  subsequently  a  commission  was  paid 
by  the  Mutual  Reserve  of  $277,666.67  to  certain  parties  for  deliv- 
ering it  such  portions  of  the  membership  of  the  Northwestern 
Life  as  the  Mutual  Reserve  took  over  by  way  of  so-called  reinsur- 
ance; and  the  chief  examiner  criticises  the  transaction.  I  see  no 
mention  there  of  an  additional  one  hundred  and  nine  thousand  dol- 
lars that  was  paid  in  commissions  under  a  supplemental  contract, 
the  commissions  being  paid  to  the  assignee  of  the  person  to  whom 
the  original  contract  was  made,  one  Storm.  Did  that  ever  come 
to  the  attention  of  the  department  ?     A.  I  do  not  think  it  did. 

Q.  You  are  not  conversant  with  that  in  any  way  ?  A.  I  am  not 
conversant  with  that. 

Q.  Were  you  conversant  with  the  circumstances  under  which 
the  Mutual  Reserve  was  permitted  to  treat  the  investments  in  its 
leasehold  as  an  asset  against  its  reserve  liabilities  ?     A.  I  think  so. 

O.  Was  that  done  by  the  department  upon  its  own  opinion,  or 
was  the  matter  referred  to  the  Attorney-General?     A.  I  think — 
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it  was  carried  in  that  way  in  a  former— in  an  early  examination,  by 
advice  of  counsel,  I  am  told. 

Q.  By  advice  of  counsel  of  the  department?  A.  Of  counsel 
of  the  department. 

Q.  Who  was  the  counsel  of  the  department  that A.  I 

cannot  tell  you  that.     Will  I  finish? 

Q.  Certainly.     A.  When  the  1892  examination  was  made 

Q.  Nineteen  hundred  and  ;two?  A.  Nineteen  hundred  and 
two,  I  asked  the  opinion  of  the  Attorney-General  on  that  question 
and  he  said  it  was  properly  carried ;  that  it  was,  I  think  the  words 
were  that  it  was  a  real  chattel. 

Q.  A  real  chattel,  or  a  chattel  real?  A.  A  chattel  real,  and  it 
was  carried  by  the  company. 

Q.  And  being  a  chattel  real  it  was  to  be  carried  as  real  estate  ? 
A.  I  think  that  was  it. 

Q.  What  Attorney-General  was  that?  A.  It  is  my  impression 
that  it  was  Mr.  Coman  who  was  the  Attorney-General. 

Q.  Did  he  file  a  written  opinion  to  that  effect?  A.  No,  I  do 
not  think  he  did. 

Q.  Was  that  an  informal  statement?  A.  When  it  came  in  I 
questioned  whether  it  was  real  estate,  whether  it  should  be  put  in 
as  an  asset,  or  as  real  estate,  and  I  asked  Mr.  Coman  to  go  over 
it,  and  he  said  it  was  all  right,  whether  it  was  Mr.  Coman  or  not  I 
am  not  certain,  but  it  was  one  of  the  Attorney-Generals,  and  he 
said  it  was  a  chattel  real,  is  that  the  term? 

Q.  Yes,  that  would  be  a  correct  description  of  the  leasehold. 
But  did  his  remark  or  opinion  go  beyond  the  opinion  or  statement 
that  it  was  a  chattel  real,  to  wit,  it  was  real  estate  under  the  law 
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prescribing  the  form  of  the  investment  of  the  moneys  representing 
the  legal  reserve  ?  Did  he  tell  you  it  was  real  estate  that  could  be 
treated  by  you  as  an  investment  of  their  reserve  ?  A.  I  so  under- 
stood him. 

Q.  At  all  events,  you  acted  upon  his  advice  in  treating  it  in  that 
way?  A.  I  did.  I  think  there  was  also,  if  I  am  not  mistaken,  I 
think  there  was  also  an  opinion  filed  by  an  attorney  with  the  de- 
partment, by  some  counsel,  to  that  effect. 

Q.  You  mean  counsel  retained  by  the  department  ?     A.  Yes. 

Q.  What  is  the  practice  of  the  department  in  retaining  counsel, 
does  it  do  that  from  time  to  time?  A.  I  have  only  retained  coun- 
sel in  the  examination  of  the  Equitable  Life,  except  that  I  have 
had  counsel  examine  the  title  of  some  of  the  mortgages  and  realty. 
Not  other  lawyers. 

Q.  You  referred  just  now  to  the  retainer  of  counsel  in  connec- 
tion with  this  Mutual  Reserve  matter.  But  that  was  before  you 
were  Superintendent?  A.  That  was  before  I  was  Superinten- 
dent. 

Q.  Had  you  made  a  change  in  the  practice  of  the  department  as 
to  retaining  counsel?  A.  I  don't  know  about  that.  I  have  never 
retained  any  except  the  Attorney-General,  except  as  in  the  case 
of  the  examination  of  the  Equitable,  when  I  had  other  counsel. 

Q.  That  was  this  year  ?    A.  That  was  this  year. 

Q.  Are  you  acquainted  with  the  action  of  the  department  in 

requiring  or  not  requiring  the  Mutual  Reserve  to  charge  itself 

with  its  contract  reserves  under  its  policies  as  liabilities  ?  A.  No, 
I  am  not. 

Q.  That  matter  has  not  come  before  you  during  your  term  of 
ofifice?    A.  No. 
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Q.  Did  you  know  that  one  of  your  actuaries  had  been  employed  . 
by  the  Security  Mutual  Insurance  Society  of  Binghamton?    A. 
Not  until  it  developed  here. 

Q.  Have  you  any  rule  in  your  department  as  to  permitting 
actuaries  or  others  connected  with  the  department  to  serve  in- 
surance companies?  A.  We  have  never  had  any  rule,  I  have 
never  known  any  one  to  do  it  except  in  this  case,  and  I  did  not 
know  it  at  that  time. 

Q.  You  did  not  know  during  the  time  of  his  employment  he 
was  so  employed  ?  A.  No,  not  until  it  was  developed  in  this  ex- 
amination. 

Q.  Do  you  regard  it  as  a  proper  thmg  for  an  actuary  of  the 
department  to  give  advice  to  one  of  the  insurance  companies  for 
pay?  A.  If  that  question  had  been  referred  to  me  I  should  have 
advised  against  it.  I  want  to  say,  though,  that  when  I  brought 
the  matter  to  the  attention  of  Mr.  Patterson,  who  is  our  chief, 
he  said  that  Mr.  Kiefer  had  come  to  him  and  had  said  to  him  that 
the  Mutual  or  the  Security  Life  wanted  him  to  do  a  little  work 
outside  of  business  hours  and  he  said  to  him  that  he  could  not  see 
any  objection  as  long  as  he  did  it  outside  of  business  hours.  So 
that  he  consulted  his  chief  about  it.  I  told  him  he  ought  to  have 
consulted  the  head.  I  never  heard  of  it  until  after  it  was  de- 
veloped. 

Q.  So  far  as  you  know  is  any  one  now  employed  by  the  de- 
partment under  retainer  or  employment  in  any  manner  by  any 
insurance  company  ?  A.  I  do  not  think  so.  Of  course,  I  cannot 
tell. 

Q.  When  the  Security  Mutual  sought  to  be  incorporated  as  an 
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old-line  company  was  it  examined  by  your  department?     A.  I 
presume  so.     I  do  not  think  that  was  during  my  term  of  office. 

Q.  That  was  what  I  had  in  mind.  This  will  probably  show 
(referring  to  paper).  No,  that  was  in  1899,  December,  1899, 
just  before  you  took  office?     A.  Yes. 

Q.  So  that  you  had  nothing  to  do  with  the  examination  of  its 
contracts  with  the  Agency  and  Investment  Company.  Since  you 
have  been  in  office  those  matters  have  been  treated  as  accomplished 
facts?    A.  Yes. 

Q.  With  which  your  department  was  powerless  to  interfere? 
A.  Yes. 

Q.  You  have  not  examined  the  Provident  Savings  Life  Assur- 
ance Society  during  the  time  that  you  have  been  Superintendent. 
Why  is  that?  A.  I  cannot  tell.  I  supposed  it  had  been  until  I 
looked  at  that  list. 

Q.  Have  the  reports  ol  that  society  been  brought  to  your  atten- 
tion?    A.  I  think  so. 

Q.  Have  you  personally  made  an  examination  of  them,  that  is, 
a  comparative  examination  ?     A.  I  have  not. 

Q.  Has  any  one  other  than  the  statistician  of  your  company 
been  charged  with  the  duty  of  such  an  examination  ?     A.  No. 

Q.  Has  it  ever  been  brought  to  your  attention  that  their  gains 
were  increased  by  marking  up  the  values  of  their  real  estate?  A. 
No,  I  never  examined  them. 

Q.  Did  you  know  that  they  took  the  profit  on  their  books  on 
real  estate  in  the  same  year  in  which  they  acquired  it  ?    A.  No. 
Q.  You  have  not  had  that  personally  in  charge  at  all?     A.  I 
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ftave  not  examined  them,  I  think.     From  that  report,  we  have  not 
examined  them. 

Q.  Who  has  charge  in  your  office  of  the  real  estate  reports 
of  companies,  any  particular  person.''     A.  No,  I  think  not. 

Q.  Then  you  have  not  been  advised  at  any  time  while  you  have 
been  Superintendent  of  the  condition  of  the  Provident  Savings 
Life  Assurance  Society,  except  in  a  general  way  to  the  extent  that 
you  knew  reports  were  on  file  ?    A.  That  is  all. 

Q.  But  you  made  no  personal  examination  of  them?  A.  I  do 
not  think  I  have. 

Q.  What  examination  have  you  made  of  the  Life  Insurance 
Company  of  America,  the  Life  Association  of  America?  A.  I 
think  we  have  made  one 

Q.  It  was  examined  apparently  on  organization  in  1903  and 
again  in  December,  1904,  and  April,  1905.  Were  those  examina- 
tions in  charge  of  Mr.  Vanderpoel?     A.  They  were. 

Q.  Did  you  personally  have  anything  to  do  with  the  examina- 
tions?    A.  Not  with  the  examinations. 

Q.  It  appears  by  your  report  in  1905,  as  I  recollect  it,  that  it 
was  ascertained  by  your  examiner  that  some  $50,000  had  been 
paid  over  to  ofiScers  of  the  company  as  compensation  for  their 
services  in  its  organization.  I  said  that  it  appeared  by  a  report  of 
1905.  As  a  matter  of  fact  that  appears  in  your  report  of  Decem- 
ber, 1904,  does  it  not?    A.  Yes. 

Q.  Was  that  brought  to  your  personal  attention?     A.  Yes. 

Q.  What  did  you  do  about  it?  A.  Why,  I  think  I  consulted 
the  Attorney-General  about  it. 
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Q.  You  at  once  submitted  it  to  the  Attorney-General?  A. 
I  did. 

Q.  That  would  indicate  that  when  you  did  detect  any  extrava- 
gance or  improper  payment  of  moneys  you  were  ready  to  call  the 
matter  to  the  Attorney-General's  notice?     A.  I  did  in  that  case. 

Q.  Was  there  any  reason  why  you  should  have  done  it  in  that 
case  and  not  in  other  cases?  A.  Why,  it  seemed  to  me  that  it 
was  illegal,  there  was  no  authority  at  law  for  paying  that  amount. 

Q.  Yes.  Well,  was  there  any  reason  for  calling  the  Attorney- 
General's  attention  to  such  an  unauthorized  payment  that  did  not 
obtain  equally  in  the  case  of  payments  by  other  corporations? 
A.  I  do  not  think  there  was  ever  any  one  of  the  kind  brought  to 
my  attention. 

Q.  Well,  that  is  the  real  reason,  is  it  not?  A.  That  is  the 
real  reason. 

Q.  That  you  had  not  discovered  the  other  matters.  Here  we 
have  a  circular  issued  by  the  Life  Association  of  America  in  which 
it  says  that  the  Life  Association  of  America  issues  annual  dividend 
policies  and  pays  larger  dividends  to  policyholders  than  any  other 
company.  And  it  sets  forth  a  couple  of  illustrations  which,  ac- 
cording to  the  evidence  embraced  practically  all  the  policies 
that  that  company  had  on  which  annual  dividends  were  paid  or 
credited,  and  those  dividends  it  appears  were  arbitrarily  arrived  at. 
Now,  hadn't  that  been  brought  to  the  attention  of  the  department  ? 
A.  I  do  not  think  so,  not  to  mine,  at  least. 

Q.  Suppose  a  matter  of  that  sort  is  called  to  the  attention  of 
the  department,  what  can  the  department  say  about  it  under  the 
law,  as  you  interpret  it  ?    A.I  do  not  know,  except  that  I  might 
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refer  to  the  Attorney-General,  I  don't  know  what  he  should  say 
about  it. 

Q.  You  can  at  least  elicit  the  facts  and  memorialize  the  Legis- 
lature as  to  their  existence,  to  the  end  that  any  necessary  legisla- 
tion can  be  introduced  to  stop  it  or  practices  of  that  description? 
(No  answer.) 

Q.  Apparently  you  examined  the  Metropolitan  Life  Insurance 
last  in  1900.     A.  Yes. 

Q.  How  has  it  happened  that  it  has  not  been  examined  since? 
A.  Well,  I  do  not  think  that  we  have  been  able  to  get  around  to 
it.     We  were  going  to  do  it  just  as  soon  as  possible. 

Q.  How  many  examinations  can  you  conduct  with  your  present 
staff  in  a  year?  A.  Well,  that  depends  upon  what  companies 
they  are. 

Q.  Yes.  A.  Well,  take  the  companies  as  they  actually  exist  in 
New  York?  A.  I  think  I  have  got  a  memorandum  here.  There 
is  a  report  every  year  in  our  report  giving  the  number  of  those. 
(Producing  paper.)  I  made  this  memorandum  that  during  my 
administration  there  has  been  an  examination  of  twenty-six  life 
companies;  eighty-five  fire  insurance  companies,  of  three  marine 
companies.  Of  sixty-four  United  States  branch  foreign  fire  com- 
panies ;  of  ten  United  States  branch  foreign  marine  companies ; 
of  four  United  States  branch  fire  and  casualty  companies ;  of  nine 
fidelity  and  surety  companies;  of  twenty  joint  stock  casualty  cor- 
porations ;  of  three  credit  and  indemnity  corporations ;  of  eighteen 
title  and  mortgage  guaranty  companies;  of  eighteen  fraternal 
orders,  and  eleven  assessment  associations ;  a  total  of  two  hundred 
and  seventy-one  companies. 
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Q.  How  many  of  those  examinations  have  been  full  examina- 
tions or  intended  to  be  complete  examinations?  A.  I  should 
think  the  majority  of  them. 

Q.  I  referred  to  that  because  in  connection  with  the  Security 
Mutual  you  mentioned  you  had  made  examinations  at  the  begin- 
ning of  the  year  to  verify  their  annual  statements?  A.  Yes.  I 
am  not  sure,  but  I  should  think  that  was  the  case;  I  am  going  to 
make  a  guess,  that  is  all,  that  sixty  per  cent,  of  them  were  full 
examinations. 

Q.  That  sixty  per  cent,  were  full  examinations?     A.  Yes,  sir. 

Q.  What  enlargement  of  your  staff  would  it  require  to  double 
the  number  of  your  examinations?  A.  Oh,  I  should  think 
we  would  have  to  have — it  would  depend  upon  whether  we 
were  going  to  make  an  examination  as  to  management. 

Q.  Yes.    A.  You  would  want  a  very  large  staff. 

Q.  Well,  we  would  like  to  have  your  judgment  on  it?  A. 
Well,  I  could  not  make  an  offhand  statement,  but  we  would 
have  to  have  a  large  staff. 

Q.  Of  course,  I  am  not  assuming  that  you  would  discover 
everything  which  could  be  turned  up  by  access  to  papers  and 
accounts  not  disclosed  by  the  records  of  the  company,  but  I 
mean  a  full  examination  so  far  as  the  records  of  the  company 
enabled  you  to  make  it  complete.  A.  To  double  the  examina- 
tions, you  mean? 

Q.  Yes.    A.  As  to  their  financial  standing? 

Q.  Yes,  to  get  the  complete  information  ?  A.  I  say  as  to  their 
financial  standing. 
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Q.  Include  that.  A.  As  to  their  financial  standing  I  think  if 
you  would  add  ten  more  examiners  we  could  do  it. 

Q.  That  would  be  to  get  much  the  same  report  that  you  had 
had  hitherto  ?    A.  Yes. 

Q.  Now,  suppose  you  should  attempt  to  get  reports  that 
would  show  the  salaries  that  are  paid,  the  commission  contracts 
that  are  made,  the  moneys  that  are  spent  for  legal  expenses,  the 
amount  that  goes  out  in  connection  with  matters  of  legislation, 
would  that  entail  any  larger  burden  upon  you  ?  A.  Why,  I  think 
as  to  the  salaries  I  could  get  that  without  additional  expense. 
That  is,  I  could  send  out,  make  a  blank,  asking  them  to  report 
their  salaries?  I  think  I  could  do  that  without  any  additional 
expense. 

Q.  And  that  would  be  true  of  itemization  of  various  items  of 
disbursements  which  are  now  grouped  under  general  heads  ?  A. 
I  think  of  some  of  them  at  least. 

Q.  You  could  examine  vouchers  with  regard  to  disbursements 
with  very  little  additional  clerical  assistance,,  could  you  not?  I 
think  we  examine  the  vouchers  now. 

Q.  You  do?    A.  I  think  so. 

Q.  Vouchers  for  expenses  which  enter  into  the  total  given 
in  the  report?  A.  Mr.  Vanderpoel  can  tejl  you  better  than  I, 
but  I  think  he  does. 

Q.  I  would  like  to  know  just  what  you  embrace  in  what  you 
call  a  financial  examination.  Do  you,  for  example,  ascertain  that 
the  income  is  the  same  as  stated  in  the  report?    A.  Yes. 

Q.  That  would  be  covered  in  a  financial  examination?  A. 
Yes,  sir. 
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Q.  Do  you  ascertain  that  the  disbursements  are  as  stated  in 
the  report?     A.  Yes,  sir. 

Q.  Do  you  go  behind  the  disbursement  stated  to  ascertain 
the  component  parts  of  the  items  ?  A.  I  do  not  think  he  does. 
Mr.  Vanderpoel  can  answer  that  question  better  than  I  can. 

Q.  It  would  be  your  idea  that  he  would  have  to,  if  he  wanted 
to  verify  the  total?  A.  I  don't  know  whether  he  does  or  not. 
He  will  have  to  answer  that  question. 

Q.  Has  it  been  brought  to  your  attention  that  the  Mutual 
Life  made  more  money  last  year  than  it  reported?    A.  No. 

Q.  Has  it  been  brought  to  your  attention  that  the  Mutual 
Life  for  many  years  has  made  a  great  deal  more  money  than  is 
stated  in  its  report?    A.  No. 

Q.  And  has  used  an  amount  of  money  apparently  to  reduce 
its  expenses  and  apparently  to  conceal  its  losses  ?    A.  No. 
Q.  You  have  not  heard  of  that  ?    A.  No. 
Q.  No  word  of  that  has  ever  reached  you,  as  the  result  of 
any  examination?     A.  I  think  not. 

Q.  We  have  had  in  connection  with  the  Equitable  evidence 
here  of  officers  of  the  company  taking  certain  of  the  stock 
that  they  acquired  and  selling  it  to  the  company  and  making  a 
profit  and  dividing  it.  Have  those  transactions  ever  been 
brought  to  your  attention?    A.  I  do  not  think  so. 

Q.  Has  it  been  your  instructions  to  your  examiners  that  they 
should  take  the  purchases  and  sales  and  observe  the  movement 
of  securities,  the  buyers  and  the  sellers,  in  order  that  it  might 
be  ascertained  whether  the  officers  of  the  company  were  dealing 
with  themselves,  and  making  a  profit  out  of  the  transactions  of 
the  company  ?     A.  I  have  never  given  any  orders  of  that  kind. 
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Q.  That  line  of  inquiry  really  had  not  been  conducted  by  the 
department  prior  to  the  Equitable  trouble?  A.  I  do  not  think 
it  had. 

Q.  The  question  whether  officers  were  dealing  with  them- 
selves or  making  improper  profits  was  not  regarded  by  the  de- 
partment as  a  matter  for  special  inquiry  as  long  as  the  results  of 
the  operations  showed  a  condition  of  solvency  ?  A.  I  think  that 
is  right. 

Q.  Comment  has  been  made,  Mr.  Hendricks,  on  your  report 
on  the  Equitable  situation,  your  original  report,  in  the  fact  that 
it  omitted  any  reference  to  the  loan  to  the  Depew  Improvement 
Company.  Do  you  care  to  make  any  explanation  of  that?  A. 
Nothing,  except  that  that  was  ancient  history  to  me,  and  I 
did  not  think  it  was  very  important. 

Q.  How  long  had  you  known  of  it  ?  A.  From  the  time  of  the 
former    examination. 

Q.  Did  you  understand  that  it  was  a  case  where  the  property 
which  was  a  security  of  the  loan  had  originally  been  valued 
at  an  amount  which  would  not  justify  the  loan,  and  another  ap- 
praisement was  obtained  which  showed  that  there  was  a  suf- 
ficient value  to  justify  the  loan?    A.  That  I  did  not  know. 

Q.  And  were  there  circumstances  about  it,  which  led  you  to 
regard  it  as  a  negligible  matter?  A.  Why,  when  we  came  to 
examine  them  we  sent  appraisers  there  to  appraise  the  prop- 
erty. 

Q.  And  what  did  you  make  the  value  of  the  property  on  that 
.appraisal?    A.  I  can't  recollect. 

Q.  Well,  what  did  you  ascertain  on  that  appraisal  with  regard 
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to  the  sufficiency  of  the  security?    A.  I  found  it  was  not  suf- 
ficient. ,  /   ,| 
Q.  And  what  was  the  date  of  that  appraisal?    A.  I  cannot 
tell  you  that. 

Q.  It  was  at  a  time  of  one  of  those  examinations  ?    A.  Yes. 

Q.  The  examination  of  1902  was  it  not?    A.  I  think  so. 

Q.  Do  you  recall  how  long  the  loan  had  been  on  the  books 
at  that  time  ?     A.  No,  I  do  not. 

Q.  Did  you  make  that  a  subject  of  a  public  report?  A.  I 
think  so.     I  directed  them  to  call  the  loan. 

Q.  At  that  time?    A.  At  that  time. 

Q.  Do  you  know  what  took  place  after  that — ^what  was  done 
about  it?  A.  Why,  I  think  the  first  request  came — I  think 
the  first  request  that  came  to  us  was  that  they  thought  our  ap- 
praisers had  put  the  property — valued  it  too  low,  and  asked  for 
another  appraisal.  • 

Q.  Was  another  appraisal  made  ?  A.  I  think  I  sent  them  up 
again  to  look  it  over. 

Q.  What  was  the  result  of  that  appraisal?  A.  They  said  if 
they  did  anything  they  would  reduce  the  amount  as  the  more 
they  looked  at  it  the  more  they  thought  so. 

Q.  What  did  you  do  about  it  ?     A.  I  directed  it  to  be  called. 

Q.  And  was  it  called?    A.  I  think  so. 

Q.  Was  it  paid  at  that  time?  A.  No,  I  think  the  property  was 
sold  under  the  mortgage. 

Q.  The  matter  was  not  closed  up  at  that  time?    A.  No,  sir. 

Q.  We  have  evidence  in  regard  to  that  here,  and  it  is  not 
necessary   to  review   it.     I   referred   to  it .  because  your   failure 
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to  make  reference  to  it  in  your  report  had  been  the  subject  of 
comment  and  I  desired  to  ehcit  any  statement  that  you  made  in 
regard  to  it. 

Q.  Now,  you  did  not,  in  your  report  on  the  Equitable  last  June 
— you  did  not  have  the  facts  enabling  you  to  report  upon  the 
matter  of  the  Union  Pacific  Preferred  Stock  Syndicate,  did  you? 
A.  No. 

Q.  Had  you  seen  a  copy  of  the  syndicate  agreement  ?    A.  No. 

Q.  Did  you  examine  Mr.  Hyde  with  reference  to  that?  A. 
Yes. 

Q.  Did  you  elicit  the  facts  as  to  the  relation  of  the  Equitable 
to  that  transaction?  A.  Well,  I  cannot  recall  just  what  his  evi- 
dence was  on  that. 

Q.  Did  you  make  that  the  subject  of  your  report?  A.  I 
think  so,  at  least — I  am  not  sure  about  that;  it  is  in  the  testi- 
mony. What  I  got  out  of  that  was  I  called  Mr.  Schiff  on  that 
question. 

Q.  Yes.  Well,  did  you  get  at  the  facts?  A.  Why,  yes,  I 
think  so. 

Q.  Well,  did  you  report  on  that  ?  A.  I  don't  know,  did  I  re- 
port on  that? 

O.  Wasn't  that  omitted  from  your  report?    A.  Possibly. 

Q.  I  want  to  be  sure  about  it.  If  you  will  look  over  the  re- 
port.    A.  Very  likely. 

Q.  Why  was  it  omitted?  A.  I  did  not  find  that  the  society 
had  lost  any  money  by  it. 

Q.  That  was  the  objective  of  your  inquiry?  A.  That  was 
what  I  was  after. 

Q.  And  you  were  not  intent  upon  criticism  with  reference  to 
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the  propriety  of  investments  if  the  Society  had  sustained  no 
loss?  A.  Well,  of  course,  Mr.  Schifif's  testimony  was  that  they 
had  never  sold  the  company — the  Equitable,  a  dollar's  worth  of 
stock. 

Q.  And  Mr.  Hyde  thought  that  Mr.  Schifif  was  mistaken  ?  A. 
I  think  he  must  have  been  mistaken. 

Q.  But  the  point  of  the  present  inquiry  is  this:  That  you  were 
not  then  examining  the  transactions  of  the  Equitable  with  the 
object  of  reporting  upon  the  propriety  or  impropriety  of  the 
Equitable,  directly  or  indirectly,  going  into  a  holding  syndicate, 
but  to  find  out  what  money  it  had  lost?  A.  Yes.  I  found  that 
there  was  no  loss;  they  were  authorized  under  the  law  to  invest 
in  the  stock  of  companies  and  at  that  time  when  I  made  the  ex- 
amination they  had  quite  a  profit  upon  their  investment  in  that 
stock. 

Q.  Did  you  think  it  would  have  been  a  proper  thing  for  the 
Equitable  to  enter  into  a  holding  syndicate  of  that  description  in 
its  own  name  directly,  or  as  a  participant  ?  A.  No,  I  would  not 
think  that  was  proper,  but  I  do  not — the  testimony  on  that  part 
was  very  conflicting. 

Q.  Did  anyone  request  you  to  omit  mention  of  that  in  your 
report?     A.  No,  sir. 

Q.  You  omitted  it  on  your  own  judgment?     A.  Yes,  sir. 

Q.  Because  you  thought  it  was  not  a  matter  which  deserved 
attention  on  the  part  of  the  public?    A.  No. 

Q.  You  knew  that  the  Equitable  had  in  fact  put  up  the  money 
and  taken  the  stock  ?     A.  I  hadn't  any  doubt  of  it. 

Q.  And  that  the  dividends  had  been  paid  to  the  Equitable 
upon  this  stock?     A.  Well,  I  knew  that  and  I  knew  there  was  a 
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profit  in  that  transaction,  and  I  considered  if  they  were  going  to 
hold  any  stock,  that  had  as  large  a  measure  of  safety  in  it  as 
any  stock  they  could  buy. 

Q.  You  mention  a  number  of  syndicate  transactions  in  your 
report,  but  there  have  been  a  number  referred  to  in  evidence 
here  that  were  not  mentioned.  What  is  the  explanation  of  that? 
A.  Probably  I  didn't  find  them. 

Q.  You  reported  all  you  knew  of?  A.  We  reported  all  we 
knew  of. 

Q.  And  did  you  examine  into  any  other  syndicate  participa- 
tions than  those  that  had  been  mentioned  in  the  correspondence 
between  the  officers  ?     A.  No,  I  think  not. 

Q.  You  mentioned  in  your  report  the  method  in  which  the 
Equitable  had  dealt  with  agents'  balances.  When  did  you  first 
discover  that — I  refer  to  the  practice  of  transferring  agents' 
balances  to  a  trust  company  and  taking  credit  for  cash  on  hand 
in  the  report,  and  thus  in  that  way  increasing  the  assets,  inas- 
much as  agents'  balances  were  not  allowed  by  the  Department 
to  rank  as  assets?  A.  I  think  I  had  known  of  it — I  think  every- 
body knew  that  that  had  been  done. 

Q.  Now  didn't  you  understand  that  the  Equitable  really  guar- 
anteed the  trust  company  to  whom  it  transferred  those  balances, 
against  loss  ?  A.  There  were  conflicting  statements  on  that.  I 
think  that  Mr.  Frick  in  his  testimony  said  he  didn't  regard — I 
say  I  better  look  at  that  testimony — ^but  my  impression  now  is 
that  Mr.  Frick  thought  that  the  Equitable  were  not  liable.  On 
the  other  hand  the  man  who  really  managed  those  loans  said  he 
regarded  the  Equitable  as  liable  for  them. 

S68i 


Testimony  of  Francis  Hendricks 

Q.  Well,  did  the  department  take  any  action  to  compel  the 
insertion  of  a  liability  on  the  part  of  the  company  against  in- 
creased assets  represented  by  the  cash  obtained  by  the  transfer 
of  the  agents' balances?    A.  In  the  last  report. 

Q.  They  have  done  that?    A.  Yes. 

Q.  What  has  been  done  by  the  department  if  anything  to 
stop  the  evil  of  rebating?  A.  We  have  not  been  able  to  do 
much. 

Q.  Have  you  taken  any  steps  to  ascertain  how  far  the  officers 
of  companies  obtained  rebates  of  commissions  on  their  own  in- 
surance ?     A.  I  did  not  know  that  until  the  examination. 

Q.  The  department  really  has  not  conducted  any  inquiry  to 
ascertain  the  extent  of  the  rebating  evil?    A.  No. 

O.  Has  it  ascertained  how  far  the  companies  permit  agents  to 
remit  in  notes  for  premiums?     A.  No. 

Q.  Do  you  know  whether  or  not  it  is  a  practice  to  permit 
agents  to  put  in  notes  for  premiums  which  in  fact  are  not  col-' 
lected?     A.  I  don't  know  that. 

Q.  We  would  be  very  glad,  Mr.  Hendricks,  if  you  would  sug- 
gest to  the  committee  what  from  your  experience  is  needed  in 
order  to  make  the  work  of  the  department  more  efficient  in 
the  way  of  power  or  amplification  of  existing  statutes?  A. 
Why,  my  view  of  it  is,  Mr.  Hughes,  that  the  department  ought 
not  to  be  given  power  to  go  any  further  than  to  examine  com- 
panies as  to  their  solvency — that  they  are  able  to  pay — their 
financial  condition.  I  believe  it  will  be  a  very  grave  mistake 
if  the  department  was  authorized  to  go  in  and  undertake  to 
manage  the  companies.     I  think  they  must  be  left  in  the  pub- 
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lie  interest  to  the  officers  of  the  companies  and  hold  them  re- 
sponsible. In  my  opinion  if  the  department  was  to  be  given 
that  power  it  would  be  a  great  error — better  go  to  paternal- 
ism and  manage  the  company  wholly— make  a  State  insurance 
company — have  the  State  assume  the  responsibility  for  it.  I 
think  it  would  be  a  dangerous  thing  to  give  the  superintendent 
of  insurance  the  power  to  say  how  much  salary  there  should  be 
or  how  much  commission  they  should  pay  or  what  securities 
they  should  buy.  I  do  not  think  there  ought  to  be  a  divided 
responsibility.  I  think  it  ought  to  be  left  with  the  officers  of  the 
company  and  hold  them  responsible  for  it.  That  is  my  view 
of  it.     I  may  be  wrong. 

Q.  Do  you  see  any  possible  objection  to  the  State's  obtaining- 
through  the  department  full  information  as  to  what  the  com- 
panies really  do?  A.  No.  There  are  some  things  that  ought 
to  be  done  perhaps  by  the  department. 

Q.  Don't  you  think  that  the  business  of  the  insurance  com- 
pany should  be  conducted  in  such  a  way  that  their  transactions 
should  be  publicly  known?  A.  I  think  the  books  ought  to  be 
kept  so  you  can  tell  something  about  it.  They  ain't  all  kept  in 
that  way. 

Q.  And  there  is  everything  to  gain  and  nothing  to  lose  by 
having  the  utmost  publicity  in  connection  with  a  company  like 
an  insurance  company?  A.  I  think  that  is  right;  there  ought 
to  be  more  pubHcity. 

Q.  And  don't  you  think  that  the  State  can  avail  itself  of  the 
insurance  department  to  enforce  absolute  publicity  by  insisting 
upon  a  rigid  inquiry  into  the  operations  of  the  company?     A. 
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Why  I  don't  think  that  the  interference  of  the  department  into 
the  question  of  investments,  as  long  as  they  are  along  the  line 
they  are  authorized  to  invest  in,  or  in  what  they  should  pay  their 
agents,  or  the  salaries  of  the  officers — I  can  conceive  of  an  of- 
ficer who  might  because  he  was  a  good  investor  be  worth  to  a 
company  more  than  $400,000  a  year  in  the  manner  in  which  he 
made  his  investments.  I  can  conceive  of  another  man  who 
would  not  be  cheap  at  a  dollar  a  year.  I  think  there  is  a  great 
difference.  You  must  pay  men  who  are  really  capable  of  man- 
aging a  great  corporation  a  fair  salary  and  I  know  of  no  statute 
or  no  law  that  would  allow  the  Insurance  Department  to  ask  or 
to  suggest  to  a  corporation  that  it  should  reduce  the  salary  of 
the  officers. 

Q.  You  have  something  different  in  mind  than  was  suggested 
by  my  question.  I  want  to  know  whether  there  is  any  objection 
in  your  mind  to  have  the  Insurance  Department  find  out  and 
report  all  the  facts  in  regard  to  the  insurance  companies.  A.  I 
am  in  favor  of  that. 

Q.  In  other  words  if  an  insurance  company  is  paying  a  salary 
let  the  public  know  what  it  is  and  then  it  may  fairly  be  judged 
whether  under  the  circumstances  it  is  too  low  or  too  high.  If 
a  company  is  engaged  in  a  certain  class  of  investment  let  the 
facts  appear  and  then  the  companies  will  deal  with  each  other 
upon  a  basis  of  competition  which  will  result  according  to  their 
proved  efficiency  or  inefficiency — ^you  approve  of  that  do  you 
not?    A.  I  do. 

Q.  Now  what  is  there  in  the  line  of  legislation  which  is  neces- 
sary to  equip  the  department  to  render  the  services  of  a  com- 
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plete  and  full  exposure  of  the  condrtions  of  insurance  com- 
panies? A.  Why,  if  you  deem  frequent  examinations — ^you 
would  have  to  make  frequent  examinations,  I  should  think  you 
would  have  to  double  their  force  of  examiners. 

Q.  Double  their  force  of  examiners?  A.  I  should  think  at 
least  that. 

Q.  How  far  increase  their  appropriation?  A.  Oh,  I  could 
hardly  tell  that;  I  should  say  fifty  or  sixty  thousand  dollars. 

Q.  Fifty  or  sixty  thousand  dollars.  The  department  would 
still  be  within  the  amounts  paid?    A.  Oh,  yes. 

O.  By  the  companies?  A.  Yes.  I  think  we  turned  in  since 
I  have  been  there  about  $600,000,  or  very  nearly  that,  more  than 
the  cost. 

Q.  That  operates  as  a  tax — indirect  tax  upon  the  insurance 
companies?     A.  Yes. 

Q.  I  mentioned  a  moment  ago  the  matter  of  rebating  and 
referred  to  the  practice  of  companies  taking  notes.  Now,  in 
most  cases  the  companies  themselves  do  not  take  the  notes, 
but  the  agents  take  them — are  you  acquainted  with  that?  A. 
I  knew  the  agents  take  them. 

Q.  And  then  don't  collect  them.  Is  that  according  to  your 
experience  a  frequent  method  of  attempted  evasion  of  the 
law?  A.  I  do  not  think  that  is  so.  I  have  some  question  of 
whether  that  is  true.  I  think  they  take  some  notes,  and 
expect  to  pay  them,  but  possible  some  that  they  do  not  get;  but 
I  do  not  think  the  company  will  stand  for  them.  I  think  the 
agent  has  to  lose  that.     I  suppose  so,  as  least. 

Q.  I  mentioned  one  matter  with  regard  to  your  report  as 
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to  the  omission  of  it,  and'I  want  to  ask  you  the  general  question 
whether  any  one  made  any  suggestion  to  you  as  to  what  you 
should  include  or  omit  with  reference  to  anything  in  that 
report  ?    A.  I  do  not  think  any  one  dared  to. 

Q.  And  you  acted  there  entirely  on  your  judgment?  A.  I 
did,  sir. 

BY  TH^  CHAIRMAN: 

Q.  Superintendent,  do  you  know  any  objection  to  making 
public  the  names  and  addresses  of  policyholders  of  all  com- 
panies? A.  Of  course  that  would  give  great  opportunity  for 
what  is  called  twisting — that  is  the  agent  would  be  going  for 
those  people  very  soon;  every  one  of  those  policyholders  and 
endeavoring  to  get  them  away  from  the  other  companies. 

Q.  It  would  give  equal  opportunity  to  all,  however?  A.  Pos- 
sibly. 

Q.  Is  that  the  only  objection  that  suggests  itself  to  you? 
A.  Why,  that  is  the  only  objection. 

Q.  No  evasion  of  public  rights,  the  humiliation  of  any  one? 
A.  I   do  not  think  so. 

BY  MR.  HUGHES: 

Q.  You  have  mentioned  the  number  of  examinations  that 
you  have  had.  Can  you  state  how  many  companies  there  are 
of  various  sorts  of  insurance  companies,  who  are  subject  to 
the   jurisdiction  of  your   department?     A.  About   433. 
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BY  MR.  TULLY: 

Q.  How  many?    A.  433  companies. 
Q.  Of  all  kinds?     A.  Of  all  kinds 

BY  MR.  TULLY: 

Q.  That  includes  casualty?    A.  Yes. 

BY  THE  CHAIRMAN: 

Q.  Have  you  them  there  in  detail,  the  numbers?  A.  I  have 
merely  made  a  little  memorandum.  I  will  say  I  think  that  the 
public  got  an  impression  that  all  the  insurance  department  had 
to  do  is  to  supervise  the  large  life  companies.  Now,  the  fact 
is  that  the  amount  of  business  done  by  the  domestic  life  in- 
surance companies  in  this  State  while  I  have  been  in  office  is 
$1,178,000,000  of  insurance  and  they  had  over  $7,099,000,000  of 
insurance  in  force.  I  have  not  got  just  the  number  of  casualty 
companies,  but  the  casualty  companies  received  in  premiums 
fifty-three  millions  of  dollars  and  the  domestic  fire  and  in- 
surance over  $545,000,000  of  premiums,  and  they  had  fifteen 
billions  of  insurance — that  is  besides  all  the  other  companies. 
I  would  say  perhaps  from  good  luck  during  all  the  time  that 
I  have  been  superintendent  there  has  been  only  one  fire  com- 
pany— only  one  company  and  that  a  fire  company  that  has  been  in 
the  hands  of  a  receiver  and  that  was  mostly — the  larger  part 
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of  that  was  reinsured  so   there  was  very  small  loss '  to  any 
policyholder. 

BY  THE  CHAIRMAN : 

Q.  I  gather  from  what  you  say  that  the  life  insurance  busi- 
ness as  large  as  it  is,  is  yet  smaller  than  some  of  the  other 
classes  of  insurance  which  you  have  to  supervise?  A.  Yes,  I 
think  it  was  smaller. 

Q.  You  stated  there  were  fifteen  billions  of  fire  and  marine 
insurance?    A.  Yes. 

Q.  That  is  much  more  than  the  life  insurance — nearly  twice 
as  much?  A.  Yes,  and  I  want  to  say  that  during  1901,  when 
we  had  those  great  conflagrations,  our  examiners  were  very 
busy  looking  up  all  the  companies,  and  the  foreign  companies 
which  were  really  our  own  companies  located  here,  we  watched 
them  very  close,  and  had  to  call  on  them  for  money  on  the 
other  side  for  a  number  of  times,  so  as  to  keep  them  in  shape 
to  pay  the  bills— pay  the  losses. 

BY  MR.  HUGHES: 

Q.  Was  your  examination — did  your  examination  of  the 
Equitable  this  year  differ  in  any  respects  from  the  examinations 
that  you  had  made  of  the  Equitable  or  of  other  companies  pre- 
viously— I  mean  in  its  method  and  proposed  scope?  A.  It 
may  have  been  a  little  more  thorough. 

Q.  Was  it  your  intention  in  that  examination  to  go  into  the 
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questions  of  management,  extravagance,  irregularities,  profits 
made  by  officers?  A.  I  did  go  into  tfiat  in  my  examination, 
matters  of  management. 

Q.  Did  you  intend  to  make  that  complete?  A.  Why,  yes,  I 
did  intend  to  make  that  complete,  but  after  the  appointment  of 
this  committee  I  did  not  think  it  would  be  proper  for  me  to 
go  into  it. 

Q.  I  see.     Did  you  examine  Mr.  Jordan?     A.  No. 

Q.  Why  was  that?  A.  When  we  called  him,  we  didn't  get 
him. 

Q.  He  had  already  gone? 
MR.  HUGHES:  He  had  already  gone. 
BY  MR.  WEMPLE: 

Q.  Mr.  Hendricks,  how  are  the  charges  that  the  department 
made  on  these  dififerent  companies  made  up  for  the  examina- 
tions?   A.  How  are  they  made  up? 

Q.  Yes.    A.  How  we  get  what  we  get? 

Q.  Yes.  A.  We  charge  them  exactly  what  we  pay  our  ex- 
aminers. 

Q.  So  much  per  day?  A.  Yes,  just  what  we  pay  our  ex- 
aminers during  the  time  they  are  engaged  there. 

Q.  There  are  expense  items  go  in  that,  travehng  expenses, 
and  such  matters  ?  A.  I  do  not  think  there  is  very  much  travel- 
ing expenses.  Tliey  are  mostly  located  here,  and  the  large 
companies  are  here. 


5689 


Testimony  of  Francis  Hendricks 
BY  MR.  HUGHES: 

Q.  Mr.  Hendricks^  what  was  the  attitude  of  the  Department 
towards  the  proposal  to  repeal  Section  56  of  the  Insurance 
Law — you  know  what  I  mean  by  Section  56?  A.  No,  sir,  I  do 
not. 

Q.  Well,  it  is  a  provision  that  no  order,  judgment  or  decree 
providing  for  an  accounting,  or  restraining,  enjoining,  or  inter- 
fering with  the  transaction  of  the  business  of  any  domestic  in- 
surance corporation  or  appointing  a  temporary  or  permanent 
receiver  shall  be  made  or  granted  otherwise  than  on  the  ap- 
plication of  the  Attorney  General  on  his  own  motion,  or  after 
his  approval  of  a  request  in  writing  therefor  of  the  Superin- 
tendent of  Insurance  except  in  an  action  of  a  judgment  creditor 
or  in  proceedings  supplementary  to  execution.  The  question 
is  as  to  the  freedom  of  access  of  a  policyholder  to  the  courts 
to  obtain  an  accounting  if  he  for  any  reason  thinks  he  has  a 
^grievance  against  the  company  in  the  distribution  of  sur- 
plus or  otherwise — have  you  a  conviction  upon  that  mat- 
ter? A.  I  have  never  expressed  it  if  I  have,  I  would  not  hard- 
ly know  what  to  say  about  it. 

Q.  Well.  I  understand  there  was  some  effort  made  in  the 
last  session  to  repeal  that  law.  Did  the  Department  take  any 
attitude  in  regard  to  it?    A.  None  at  all. 

Q.  Was  the  department  asked  with  regard  to  the  advisability 
-of  the  repeal?  A.  I  do  not  think  so;  I  have  no  recollection  of 
being  asked. 
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BY  MR.   WEMPLE: 

Q.  What  is  your  judgment  about  the  repeal  of  that  section, 
Mr.  Hendricks?  A.  Well,  I  am  not  prepared  to  say  what  ought 
to  be  done  with  it. 

BY  MiR.  HUGHES: 

Q.  Have  examinations  been  made  of  insurance  companies 
under  the  department's  supervision  by  others  than  the  ex- 
aminers of  the  department?  Have  clerks  of  the  departiTient 
been  sent  down  at  any  time  to  make  an  examination?  A.  I 
don't  think  so.  I  think  we  have  sent  down  occasionally  a  clerk 
from  the  actuary's  department  when  we — in  the  business  of  the 
actuary — when  we  sent  down  an  actuary  down  here  we  sent  a 
clerk  down  to  help  him,  to  assist  him. 

Q.  Well,  have  there  been  any  pro  forma  examinations — ex- 
aminations made  by  those  who  were  not  examiners,  by  clerks 
who  wanted  a  furlough — anything  of  that  kind?    A.  None. 

Q.  Nothing  of  that  sort  has  ever  occurred  under  your  ad- 
ministration?   A.  No. 

ISAAC  VANDERPOEL,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Vanderpoel,  how  long  have  you  been  connected  with 
the  Insurance  Department?    A.  Since  1870. 
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Q.  How  long  have  you  been  Chief  Examiner?   A.  Since  1895. 
Q.  Have  you  since  1895  been  in  charge  of  all  the  examina- 
tions of  life  insurance  companies  that  have  been  made  by  the 
Department?    A.  Practically. 

Q.  When  you  undertake  a  full  examination  of  a  life  insur- 
ance company  what  do  you  do — what  is  your  method?  A.  Well, 
I  would  examine  it  the  same  as  a  bank  examiner  examines  a 
bank,  take  the  condition  on  any  date,  ascertain  their  assets 
and  liabilities  under  the  law. 

Q.  Do  you  examine  for  the  purpose  of  verifying  the  annual 
report?  A.  In  the  case  of  most  life  insurance  companies  that 
has  been  the  case. 

Q.  Recurring  to  the  examination  of  the  Mutual  Life  Insur- 
ance Company  in  1902  or  1903,  how  long  did  that  examina- 
tion continue?    A.  From  January,  1903,  to  September,  1903. 

Q.  Did  it  not  progress  in  1902?    A.  Not  in  1902. 

Q.  I  asked  that  because  of  a  statement  furnished  by  the 
company  showing  a  payment  to  the  Superintendent  in  Decem- 
ber, 1902,  of  some  $9,000  and  upwards  in  connection  with  an 
•jxamination  ?  A.  That  may  have  been  for  the  appraisal  of  real 
estate.  I  am  not  aware  that  we  did  any  examination  work  there 
otherwise. 

Q.  How  many  did  you  have  with  you  in  the  examination  of 
the  Mutual  Life  in   1903?     A.  About  twelve  men. 

Q.  Who  were  they?    A.  You  have  their  names  there. 

Q.  The  list  has  gone  to  the  stenographer.  Can  you  enumer- 
ate them?    A.  Do  you  want  the  full  names? 

Q.  Yes.    A.  Silas  C.  Hay,  Daniel  F.  Gordon,  Frederick  H. 


5692 


Testimony  of  Isaac-  Vanderpoel 

Parker,  Seth  C.  McArthur,  Richard  A.  Elmer,  Isaac  Fuld  and 
Mr.  M'ellen  since  dead.  Well,  I  had,  roughly  speaking,  a  dozen 
men.    The  names  of  the  other  five  I  do  not  recall. 

Q.  Were  all  the  dozen  men  examiners?     A.  Yes,  sir. 

Q.  How  much  of  the  period  you  have  mentioned  were  they 
actually  at  work?    A.  The  entire  period. 

Q.  Nine  months?     A.  Yes,  sir. 

Q.  What  did  you  do  in  connection  with  the  work  personally? 
A.  Well,  in  addition  to  supervising  the  work  generally,  I  made 
investigations  of  the  books,  including  the  securities,  the  pur- 
chases and  sales,  the  examination  of  all  their  books  of  final 
account,  examination  of  vouchers,  running  the  same  through 
cash  and  subsidiary  books,  finally  into  the  ledger,  from  which 
practically  all  their  annual  statements  were  made  up. 

Q.  Did  you  verify  the  report  of  income  by  the  company? 
A.  I  did. 

Q.  Did  you  find  it  to  be  as  stated  in  their  sworn  report?  A. 
I  did. 

Q.  How  did  you  verify  that?  A.  In  the  manner  I  have  stated, 
by  making  an  examination  of  their  cash  book,  check  books — 
vouchers  were  not  checked  solid;  the  time  occupied  in  doing 
so  would  be  so  long  that  our  opportunities  were  somewhat 
limited  in  that  direction,  but  I  suppose  we  checked  twenty  per 
cent,  of  the  vouchers  at  random. 

Q.  Did  you  call  upon  the  treasurer  to  produce  the  results 
of  the  business  of  the  year  before?  A.  I  have  reviewed  the 
purchase  and  sale  of  securities  from  the  treasurer's  books. 
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Q.  Did  you  call  upon  the  treasurer  to  produce  his  balance 
sheet  showing  the  gains  of  the  year  before?    A.  I  think  I  did. 

Q.  Now,  are  you  prepared  to  testify,  Mr.  Vanderpoel,  that 
your  examination  showed  that  the  actual  income  of  the  com- 
pany was  as  stated  in  the  reports  ?  A.  So  far  as  manifested  by 
the  books  of  account. 

Q.  You  did  not  find  that  the  income  was  greater  than  that 
stated  in  their  report,  and  that  they  used  parts  of  it  to  reduce 
their  losses  through  their  profit  and  loss  account  or  otherwise? 
A.  I  did  not. 

Q.  Is  this  the  first  suggestion  to  you  of  anything  of  that  kind? 
A.  It  is  the  first  suggestion  of  anything  of  the  sort. 

Q.  Now,  did  you  verify  the  disbursements  of  the  company  as 
shown  in  their  report?    A.  I  did. 

Q.  Take  the  matter  of  salaries — ^Did  you  find  out  what  the 
salaries  were?  A.  I  found  out  the  amount  charged  to  salary 
account  was  as  stated. 

Q.  Did  you  find  out  what  the  president's  salary  was?  A.  I 
did  not. 

Q.  Did  you  try  to  find  out.     A.  I  did  not. 

Q.  Why  not?  A.  Well,  the  total  salaries  were  checked.  That 
had  been  the  custom  of  our  examinations,  sir. 

Q.  How  could  you  find  out  what  the  totatl  salaries  were 
without  knowing  what  the  salaries  were  separately?  A.  Well, 
it  was  the  custom  of  the  cashier  to  draw  once  a  month  a  check 
payable  to  salaries.  The  check  was  made  to  the  order  of  him- 
self, and  those  salaries  were  paid  without  any  detail  memoran- 
dum being  made  except  in  the  cashier's  department. 
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Q.  Wasn't  it  a  part  of  your  duty  to  ascertain  that  those 
salaries  had  in  fact  been  paid?    A.  It  was. 

Q.  What  did  you  do  to  ascertain  that?  A.  I  ascertained 
that  from  the  entries  in  the  book. 

Q.  Did  you  find  an  entry  in  the  book  showing  what  had 
been  paid  to  Mr.  R.  A.  McCurdy?    A.  I  did  not. 

Q.  How  did  you  ascertain  then  what  had  been  paid  to  him? 
A.  I  did  not  then  ascertain  what  had  been  paid  to  him. 

Q.  Then  all  that  you  had  was  that  a  cashier's  check  had  been 
drawn  for  a  certain  amount  and  charged  to  salaries?  A.  That 
is  it. 

Q.  And  that  amount  had  been  carried  forward,  posted  in 
the  proper  account,  under  the  head  of  salaries?     A.  Exactly. 

Q.  But  whether  that  amount  or  half  that  amount  had  actually 
been  paid  in  salaries  you  did  not  know?  A.  Not  beyond  what 
the  books  spoke. 

Q.  Did  the  books — all  the  books  showed  was  a  lump  item 
of  salaries  for  a  month,  we  will  say?    A.  Exactly. 

Q.  Posted  under  salary  account?     A.  Yes. 

Q.  And  you  did  not  know  whether  that  amount  had  actually 
been  disbursed  or  not  ?    A.  Not  beyond  what  the  books  showed. 

Q.  The  books  didn't  show?    A.  It  showed  they  were  charged. 

Q.  A  lump  sum?    A.  Lump  sum. 

Q.  It  did  not  show  individual  salaries?    A.  No,  it  did  not. 

Q.  Did  you  know  what  the  salaries  of  any  of  the  officers 
were?    A.  I  did  not. 

Q.  Did  you  inquire  at  any  time?    A.  I  did  not. 
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Q.  Did  you  inquire  into  the  amount  of  commissions  paid  to 
Robert  H.  McCurdy?    A,  I  did  not. 

Q.  Did  you  examine  the  books  which  showed  the  account  of 
the  payments  made  to  him?  A.  I  did  not,  except  in  the  ex- 
amination of  the  foreign  account  there  would  be  commission 
charges  occasionally,  which  showed  that  Mr.  McCurdy  was 
getting  a  commission  on  the  foreign  business. 

Q.  And  having  ascertained  that,  did  you  endeavor  to  ascer- 
tain the  amount  of  his  commissions?  A.  In  a  general  way  I 
understood  about  how  they  ran  from  an  inspection  of  the  ac- 
count. 

O.  Did  you  inspect  the  account  which  showed  the  amount 
paid  him?     A.  I  did. 

O.  Then  you  did  ascertain  the  amount  that  he  was  receiv- 
ing?    A.  In  a  general  way. 

Q.  How  could  you  ascertain  it  in  a  general  way  without  as- 
certaining it  exactly  as  it  was — you  saw  the  account,  didn't 
you  ?    A.  I  saw  the  account. 

Q.  Did  you  make  a  report  on  it?  A.  No,  his  commission 
was  charged  to  commission  account  in  the  general  commission 
item  in  all  these  statements. 

O.  Was  there  a  separate  account  kept  with  him?  A.  I  never 
saw  it. 

Q.  Then  you  did  not  know  what  he  was  individually  receiv- 
ing?   A.  I  did  not. 

Q.  You  never  knew?    A.  I  never  did. 

O.  Then  what  did  you  mean  a  moment  ago  by  saying  that 
you  examined  it  in  a  general  way?    A.  I  saw  that  the  com- 
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missions  so  stated  to  have  been  paid  in  these  accounts  were 
paid. 

Q.  You  saw  there  was  a  commission  account.     A.  Yes,  sir. 

Q.  Headed  simply  "Commissions"?    A.  Yes. 

Q.  Now,  how  did  you  verify  the  charges  to  that  account  to 
see  that  the  business — to  see  that  the  persons — that  any  per- 
son had  received  the  money  charged  to  commission  account? 
A.  Well,  all  the  commission  charges  were  in  the  agents' 
monthly  reports,  so  much  on  first  business  and  so  much  on  re- 
newals. 

Q.  Then  you  compared  the  agents'  reports  with  the  commis- 
sion account?    A.  Yes,  with  the  commission  account. 

Q.  Did  you  do  that?    A.  Yes. 

Q.  Then  you  found  out  what  was  paid  to  Mr.  R.  H.  Mc- 
Curdy,  didn't  you?  A.  Well,  Mr.  McCurdy,  as  I  understand 
it,  would  sometimes  be  paid  his  commissions  by  the  home  of- 
fice, sometimes  it  would  be  charged  in  general  commission 
account  and  foreign  account.     There  I  could  not  trace  it. 

Q.  Why  could  you  not  trace  it?  A.  Well,  the  percentage 
of  commissions  on  the  whole  business  was  stated  in  the  ac- 
count, and  I  assumed  that  his  emolument  was  included  in  the 
total  commission. 

Q.  But  you  did  not  know  what  it  was.  You  did  not  know 
whether  he  was  getting  one  hundred  thousand  dollars  or  a 
hundred  and  fifty  thousand  dollars  a  year  out  of  it,  did  you? 
A.  I  did  not. 

Q.  Did  you  make  any  effort  to  ascertain?     A.  I  did  not. 
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Q.  Did  you  call  for  an  inspection  of  his  contracts?  A.  I 
did  not. 

Q.  Did  you  make  any  efforts  to  ascertain  the  amounts  re- 
ceived in  commissions  by  C.  H.  Raymond  &  Company?  A.  I 
found  out  what  they  were,  yes ;  those  were  apparently  part  of 
their  accounts. 

Q.  Was  there  any  other  account  which  was  kept  in  such  a 
way  that  you  could  not  tell  the  commissions  actually  paid  to 
the  agent,  except  in  the  case  of  R.  H.  McCurdy?  A.  The  only 
one. 

Q.  That  being  the  only  one,  why  didn't  you  insist  upon  in- 
formation regarding  it?  Did  not  that  attract  your  attention? 
A.  No,  it  did  not. 

Q.  It  was  kept  differently  from  other  accounts  ?    A.  It  was. 

Q.  Did  you  learn  whether  or  not  there  were  any  confidential 
books  relating  to  that  account?    A.  I  did  not,  sir. 

Q.  Did  you  make  any  effort  when  you  found  that  an  account 
of  the  son  of  the  president  was  kept  differently  from  other  ac- 
counts, to  get  at  all  the  facts  relating  to  it?  A.  I  did  not,  be- 
yond seeing  that  the  commissions  were  paid  as  stated. 

Q.  How  could  you  verify  that  without  seeing  Mr.  Mc- 
Curdy's  vouchers  ?  A.  I  could  not  verify  what  his  emolument 
was  under  the  contract. 

Q.  How  did  you  know  they  were  paid  as  stated?  A.  The 
books  so  stated. 

Q.  You  mean  by  saying  that  they  were  paid  as  stated,  that 
there  was  a  certain  amount  charged  to  commission  account? 
A.  Yes. 
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Q.  But  whether  it  actually  reached  anybody  you  did  not 
know  ?    A.  I  did  not. 

Q.  What  Mr.  McCurdy  was  making  out  of  it  you  did  not 
know?     A.  No,  sir,  I  did  not. 

Q.  Then  you  could  not  tell  whether  or  not  the  disbursements 
account  was  accurate  or  otherwise,  save  as  you  found  an  entry 
in  the  ledger  corresponding,  taking  them  all  together,  to  the 
items  stated  in  the  report?    A.  Exactly. 

Q.  Then  did  your  examination  simply  mean  that  you  would 
look  at  a  ledger  account  and  see  if  you  found  an  item  or  an  ag- 
gregate of  items  which  would  correspond  to  the  amount  stated 
in  the  report?    A.  I  did,  sir. 

Q.  That  is  what  it  amounted  to?  A.  That  is  what  it 
amounted  to. 

Q.  Of  what  value  was  that?  A.  It  verified  the  fact  that  the 
sworn  statement  was  as  stated. 

Q.  It  verified  the  fact  that  there  were  no  entries  in  books 
which  corresponded  to  the  sworn  statement?     A.  Exactly. 

Q.  But  it  really  would  not  furnish  much  security  if  anybody 
chose  to  practice  a  little  irregular  bookkeeping — I  do  not  mean 
to  say  that  was  done  in  that  case,  but  as  a  test  in  the  method 
of  examination,  that  would  not  be  much  of  a  safeguard,  would 
it?  A.  Not  as  indicating  what  any  particular  individual  might 
have  been  receiving. 

Q.  Or  for  that  matter  that  the  amounts  were  ever  paid  at 
all?  A.  Well,  the  amounts  were  stated  to  be  paid  by  these 
monthly  reports. 
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Q.  Those  you  could  verify  by  the  agents'  vouchers?  A. 
Yes,  sir. 

Q.  And  the  only  unverified  item,  am  I  to  understand,  was 
that  of  Mr.  R.  H.  McCurdy?    A.  The  only  one. 

Q.  And  you  left  that  alone?  A.  Well,  I  got  it  in  these  com- 
missions, but  I  did  not  know  how  much  he  got  out  of  it. 

Q.  Did  you  leave  that  alone  because  he  was  the  son  of  the 
president?    A.  I  did  not. 

Q.  Why  did  you  leave  it  alone?  A.  Well,  I  examined  no 
contracts  in  the  Mutual  Life  because  in  the  majority  of  in- 
stances, if  not  all,  the  agents'  monthly  reports  were  practically 
photographs  of  the  commission  contracts. 

Q.  That  was  not  so  in  Mr.  R.  H.  McCurdy's  contracts?  A. 
There  was  nothing  apparent  from  the  books  that  Mr.  Mc- 
Curdy got  the  commission.  The  total  commission  charged 
was  in  the  commission — the  commission  to  him  was  in  the  total 
of  commissions  charged. 

Q.  You  knew  there  was  a  commission  to  him,  you  knew  he 
got  a  commission  on  the  foreign  business?     A.  I  heard  so. 

Q.  You  did  not  verify  it  to  see  what  it  was?  A.  I  did  not 
verify  anything  beyond  the  total  commissions  item  in  those 
foreign  reports. 

Q.  I  know  that,  but  why  did  you  not,  in  order  that  you 
might  know  exactly  what  the  condition  of  the  company  was, 
and  the  method  of  its  management?  A.  Well,  I  did  in  this 
company  as  I  do  in  all. 

Q.  Yes?  A.  To  vertify  the  total  amount  of  commissions 
paid. 
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Q.  Were  you  endeavoring  to  ascertain  whether  or  not  the 
management  was  proper?    A.  In  a  general  way. 

Q.  How  could  it  be  of  any  value  to  do  that  in  a  general  way 
if  you  did  not  do  it  precisely  and  in  detail?  A.  I  knew  the 
amount  of  commissions  paid.  I  knew  what  the  business  was 
costing  them.  I  could  not  assess  the  value  of  the  services  of 
the  different  individuals  who  obtained  the  commissions  or  sal- 
aries. 

Q.  You  did  not  know  whether  he  was  getting  $100,000  or 
$200,000,  did  you?    A.  I  did  not. 

Q.  Now,  in  the  supply  department,  did  you  examine  the 
amount  paid  out?  A.  I  examined  vouchers  pertaining  to  the 
supply  department. 

Q.  Had  your  attention  been  called  to  the  fact  that  the  out- 
lay by  the  Mutual  Life  in  the  supply  department  was  very 
much  larger  than  the  outlay  for  similar  matters  in  the  other 
insurance  companies?     A.  I  did  not. 

Q.  I  find  in  the  report  of  the  Mutual  Life,  of  December  31, 
1904,  advertising,  printing,  stationery  and  postage,  $1,134,- 
833.76,  and  I  find  that  in  the  New  York  Life  the  item  advertis- 
ing, printing,  stationery  and  postage,  $851,284.68.  I  find  that 
in  the  Equitable  the  report  of  the  same  date  the  item,  adver- 
tising, printing,  stationery  and  postage  was  $772,645.50.  Did 
you  notice  those  items  when  the  last  report  came  in?  A.  The 
variation  of  the  items  as  between  one  company  and  the -other? 

Q.  Well,  the  comparison  of  the  expense  ?  A.  I  have  noticed 
those,  yes. 

Q.  Is  it  true  that  the  Mutual  Life's  expense  has  been  con- 
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siderably  larger  than  the  expense  of  the  New  York  Life  and 
Equitable  in  those  items  for  some  years?  A.  Well,  that  is 
rather  a  hard  question  to  answer. 

Q.  That  is  a  general  question.  Well,  was  it  brought  to  your 
attention  at  the  time  of  making  your  examination  in  1903  ?  A. 
It  was  not. 

Q.  Did  you  know  that  the  supply  department  was  a  mat- 
ter particularly  requiring  investigation?     A.  I  did  not. 

Q.  Had  you  ever  heard  of  A.  C.  Fields?    A.  I  knew  him. 

Q.  Had  you  ever  met  him?    A.  Very  casually. 

Q.  Where  did  you  meet  him?  A.  I  think  I  have  seen  him 
in  the  Mutual  Life  Building. 

Q.  Have  you  ever  seen  him  in  Albany?     A.  No. 

O.  Did  you  know  that  he  had  a  house  in  Albany?  A.  I  did 
not. 

Q.  Did  he  ever  come  to  the  department?  A.  I  never  saw 
him  there. 

Q.  Did  he  ever  send  any  message  to  the  department?  A. 
Not  that  I  know  of. 

Q.  Did  he  ever  concern  himself  with  matters  pertaining  to 
the  examination  of  the  Mutual  by  the  department?  A.  Not 
that  I  am  aware  of. 

Q.  Did  he  ever  have  any  interview  with  you  in  regard  to  the 
examination  of  the  Mutual  ?     A.  He  did  not. 

Q.  Did  Mr.  Cunningham  assist  you  in  this  examination  of 
the  Mutual?    A.  He  did  not. 

Q.  Had  nothing  to  do  with  it?    A.  Nothing  whatever. 

Q.  Did  you  endeavor  to  ascertain  whether  or  not  the  moneys 
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charged  to  the  department  had  actually  been  expended?  A. 
Only  upon  the  vise  of  the  vouchers  by  the  appropriate  com- 
mittee of  the  Board  of  Directors. 

Q.  You  looked  through  the  vouchers?  A.  I  looked  through 
the  vouchers. 

Q.  Did  you  look  through  vouchers  for  legal  expenses?  A. 
With  others. 

Q.  To  what  extent  did  you  examine  vouchers  for  legal  ex- 
penses? A.  Merely  to  see  that  the  committee  of  the  Board  of 
Directors  having  cognizance  of  that  matter  had  authorized  the 
payment  of  the  money  and  directed  it  to  be  charged  to  legal 
expenses. 

Q.  Then,  whenever  you  found  on  a  voucher  the  stamp  show- 
ing the  approval  of  the  committee  on  expenditures,  then  you 
left  it  alone;  that  is  to  say,  you  were  satisfied?    A.  I  was. 

Q.  So  that  so  far  as  the  examination  was  concerned,  they 
could  have  spent  any  amount  of  money  for  any  purpose,  pro- 
vided it  was  attthorized  by  the  committee  without  awakening 
your  criticism?    A.  They  could. 

Q.  The  result  is  that  your  examination  was  not  at  all  di- 
rected to  the  propriety  of  expenditures,  but  to  the  fact  of  ex- 
penditures?    A.  To  the  fact  of  expenditures. 

"Q.  As  shown  by  the  approval  of  the  Committee?  A.  Ex- 
actly. 

Q.  But  it  really  was  not  an  audit  of  the  expenses  further 
than  to  require  the  production  of  the  committee's  stamp?  A. 
Yes. 
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Q.  Why  did  you  limit  it  in  that  way?  A.  I  always  had  done 
so. 

Q.  Has  that  been  the  practice  in  all  the  examinations?  A. 
It  has. 

Q.  That  have  been  made  of  all  the  companies?    A.  It  has. 

Q.  Never  go  behind  the  voucher?     A.  It  has. 

Q.  Even  though  the  voucher  does  not  disclose  the  nature  of 
the  services  rendered  or  any  detail  of  the  services  rendered, 
provided  it  is  approved  by  the  appropriate  committee  or  the 
appropriate  officer?    A.  Yes. 

Q.  So  if  anywhere  you  have  an  official  voucher,  of  any  of- 
ficer or  of  a  committee,  that  closes  your  inquiry?  A.  That 
closes  my  inquiry. 

Q.  How  long  has  that  been  so  in  the  practice  of  the  depart- 
ment?   A.  So  far  as  I  knew,  always. 

Q.  From  the  very  beginning?    A.  Yes. 

Q.  So  that  in  fact  the  examinations  of  the  department  have 
been  no  check  whatever  upon  waste  in  management,  they  have 
not  been  intended  to  be?    A.  Not  been  intended  to  be. 

Q.  There  has  been  no  effort  to  ascertain  whether  moneys 
have  been  expended  properly  or  improperly?  A.  Not  that  I 
know  of. 

Q.  Now,  in  your  examination  of  the  Mutual  Life,  in  look- 
ing through  the  vouchers  for  legal  expenses,  did  your  eye 
catch  payments  which  had  been  made  upon  vouchers  of  the 
chairman  of  the  committee  for  large  amounts?  A.  I  recall 
vouchers  that  were  for  round  sums  charged  to  legal  expenses. 

Q.  That  is  on  the  signature  of  the  chairman  of  the  com- 
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mittee  on  expenditures?    A.  The  chairman  or  the  entire  com- 
mittee. 

Q.  Yes,  without  disclosing  the  name  of  the  recipient  or  re- 
cipients of  the  sum  or  sums  em.braced  in  the  total?    A.  No. 

Q.  For  example,  Mr.  Herrick,  as  chairman,  $25,000,  a 
voucher  for  that.  Did  you  go  behind  that  in  any  way?  A.  I 
did  not. 

Q.  So  that  if  they  spent  in  a  given  year,  we  will  say,  $150,- 
000  for  legal  expenses,  if  they  had  the  vise  of  the  committee 
on  expenditures  tfor  $150,000,  even  though  there  were  nio 
vouchers  signed  by  lawyers  or  persons  receiving  the  moneys, 
the  signature  of  the  committee  or  the  officer  would  be  final,  so 
far  as  you  are  concerned?    A.  It  would. 

Q.  Did  you  originally  inaugurate  the  system  of  examina- 
tion, or  was  it  put  in  force  by  some  one  who  prededed  you? 
A.  By  some  one  who  preceded  me. 

Q.  Where  did  you  get  your  original  instructions  as  to  the 
way  in  which  you  should  examine  companies?  A.  I  received 
no  instructions. 

Q.  How  did  you  get  the  idea  that  the  examination  was  to  be 
circumscribed  in  the  manner  suggested  by  your  testimony? 
A.  I  did  it  on  my  own  volition. 

Q.  Did  you  not  think  it  important  that  there  should  be  an 
efifort  to  ascertain  whether  the  expenditures  were  properly 
made  as  well  as  the  fact  that  they  had  been  made?  A.  Itook 
the  attitude  that  if  the  payment  was  authorized  by  the  proper 
authority  within  the  board  of  directors  that  I  had  no  authoritv 
±0  go  behind  that. 
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Q.  Then  you  looked  at  the  blotter,  the  Mutual  blotter,  to  see 
the  run  of  the  expenses  and  you  would  examine  the  vouchers 
at  random  and  certain  proportions  of  them,  to  see  whether 
they  had  the  stamp  of  approval  or  authority  upon  them,  and 
that  would  complete  your  examination  of  the  disbursements? 
A.  It  would. 

Q.  Did  you  make  any  examination  with  regard  to  the  pur- 
chases and  sales  that  had  been  made?    A.  Of  securities? 

Q.  Yes.    A.  I  did. 

Q.  Did  you  make  any  examination  to  ascertain  whether  any 
of  the  oiificers  had  been  individually  interested  in  any  of  the 
purchases  or  sales  ?    A.  I  had  no  opportunity  of  doing  so. 

Q.  Did  you  put  any  of  the  officers  on  their  oath,  to  testify 
as  to  certain  matters  at  any  time?    A.  I  did  not. 

Q.  Did  you  in  the  course  of  this  examination  in  1903,  ex- 
amine any  of  the  officers,  that  is,  take  their  testimony?  A.  I 
did  not. 

Q.  Did  you  examine  any  of  the  committee  on  expenditure  as 
to  the  matters  of  expenses?    A.  I  did  not. 

Q.  Or  the  treasurer  as  to  income?    A.  I  did  not. 

Q.  What  sort  of  a  certificate  did  you  give  at  the  end  of  this 
examination?  A.  I  recited  what  had  been  done  in  the  way  of 
checking  off  the  receipts  and  disbursements. 

Q.  Did  you  give  a  certificate  praising  or  commending  the 
management?  A.  Not  beyond  saying  that  I  thought  the  inter- 
ests of  the  policyholders  were  conserved. 

Q.  How  could  you  say  that,  not  knowing  how  their  moneys 
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had  been  paid  out?    A.  Weil,  I  knew  the  general  condition  of 
the  company. 

Q.  You  knew  that  they  had  a  large  surplus?  A.  That  the 
integrity  of  their  contracts  was  beyond  question. 

Q.  You  knew  they  had  abundance  to  meet  their  obliga- 
tions?   A.  Yes,  sir. 

Q.  But  you  really  did  not  know  that  the  interests  of  the 
policyholders  had  been  conserved,  did  you?  A.  In  a  general 
way,  by  reason  of  the  condition  of  the  company. 

Q.  They  were  conserved  to  the  extent  that  a  large  accumu- 
lation conserved  it?    A.  Yes. 

Q.  But  not  by  reason  of  an  economical  and  entirely  trust- 
worthy management  A.  Well,  that  was  a  hard  case  to  try, 
but  in  a  general  way  I  thought  their  interests  had  been  con- 
served. 

Q.  Did  you  make  any  endeavor  to  ascertain  what  their 
actual  insurance  gains  had  been,  that  is,  did  you  endeavor  to 
construct  any  gain  or  loss  exhibit?     A.  I  did  not. 

Q.  Did  you  examine  into  the  question  of  the  rate  of  mor- 
tality or  their  gains  on  mortality?  A.  I  had  talks  at  various 
times  with  Mr.  McClintock  with  reference  to  that  matter. 

Q.  And  did  you  make  any  examination  of  records  for  the 
purpose  of  making  a  report  upon  that  point,  or  did  you  con- 
fine yourself  to  the  balance  sheet?  A.  To  the  balance  sheet 
solely — do  you  refer  to  the  gain  and  loss  exhibit? 

Q.  Yes.     A.  I  did  not  use  that. 

Q.  When  I  said  balance  sheet  I  meant  the  balance  sheet 
showing  the  assets  and  liabilities.     A.  Yes. 
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Q.  And  you  did  not  go  beyond  an  examination  of  the  mat- 
ters entering  into  that?    A.  I  did  not. 

Q.  You  did  not  go  into  the  question  of  what  their  expenses 
were,  as  compared  with  the  loadings  on  their  premiums?  A. 
I  did  not,  except  that  I  knew  that  they  were  going  beyond  their 
loading. 

Q.  How  did  you  learn  that?  A.  That  was  evident  from 
their  report,  not  to  speak  of 

Q.  Did  that  lead  to  any  examination  as  to  the  wisdom  or 
propriety  of  their  expenditures?  A.  Well,  all  companies  were 
practically  going  beyond  their  loading,  I  mean  all  those  large 
ones. 

Q.  Well,  did  that  lead  to  an  examination?    A.  It  did  not. 

Q.  Of  the  propriety  of  their  expenditures?    A.  It  did  not. 

Q.  Did  you  take  up  these  matters  with  the  superintendent? 
A.  1  did  not. 

Q.  Did  you  make  any  examination  of  the  results  that  had 
been  reached  on  deferred  dividend  policies,  or  to  compare  them 
with  the  estimates  or  actual  results  of  previous  years?  A.  I 
did  not. 

Q.  Was  any  examination  made  by  the  department  during 
this  period  of  nine  months  to  ascertain  whether  the  gains  were 
properly  divided?  A.  There  was  not — not  beyond  the  fact  of 
checking  sheets,  showing  the  segregated  amounts  of  dividends 
each  year. 

Q.  That  is  to  show  that  the  dividends  stated  to  have  been 
declared  were  actually  credited  or  paid?  A.  Its  percentage, 
yes. 
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Q.  Yes.  But  whether  or  not  the  dividends  that  were  declared 
were  those  that  should  have  been  declared,  you  did  not  en- 
deavor to  ascertain?     A.  I  did  not. 

Q.  Now,  did  the  actuary  of  the  department  or  any  assistant 
actuary  take  up  such  matters?     A.  Not  to  my  knowledge. 

Q.  Does  the  actuary  of  the  department  ever  have  anything 
to  do  with  the  making  of  an  examination  apart  from  the  valua- 
tion of  the  policies  that  are  outstanding?     A.  No. 

Q.  So  that  this  whole  matter  of  the  distribution  of  gains  to 
policyholders,  whether  they  are  annual  dividend  policyholders 
or  deferred  dividend  policyholders,  has  not  been  inquired  into 
by  the  department?     A.  It  has  not. 

Q.  In  the  case  of  any  company?    A.  No,  sir. 

Q.  Has  it  occurred  to  3'ou  as  the  result  of  your  examina- 
tion of  insurance  companies  to  suggest  that  a  modification  of 
your  forms  of  reports  in  order  to  acquire  more  detailed  in- 
formation to  make  them  more  specific,  or  do  you  think  that  the 
forms  are  substantially  complete  as  they  had?  A.  The  reports 
on  examinations  or 

Q.  No,  the  reports  made  by  the  companies  annually?  A. 
I  believe  that  you  cannot  have  too  much  publicity  within 
proper  bounds.  I  think  that  it  would  not  be  a  bad  idea  in  the 
case  of  these  life  insurance  companies  to  publish  all  salaries 
of  ofificers  or  other  emolument,  whether  by  commission  or 
otherwise.  I  do  not  see  that  that  would  be  dangerous  to  their 
interests  or  welfare. 

Q.  Is  there  anything  connected  with  the  insurance  business 
which  in  your  judgment  could  not  be  profitably  be  made  pub- 
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lie?    A.  I  see  no  reason  why  it  should  not  be  given  all  pub- 
licity. 

Q.  In  connection  with  the  submission  of  reports  on  the  part 
of  insurance  companies,  do  you  not  think  it  would  be  well  for 
itemized  statements  of  legal  expenses  to  be  submitted?  A.  I 
do. 

Q.  Itemized  statements  of  salaries?    A.  I  do. 

Q.  Now,  has  that  occurred  to  you  before?    A.  It  has. 

Q.  Have  you  taken  this  up  with  the  superintendents  in  or- 
der to  require  additional  data  in  that  way?     A.  I  have  not. 

Q.  Why  not?  A.  Those  matters  have  usually  been  left  to 
the  commissioners  of  the  various  States,  who  settle  upon  the 
form  of  blanks  which  shall  be  used. 

Q.  Does  not  the  New  York  Department  take  the  initiative 
itself  in  suggesting  reforms?  A.  We  .co-operate  with  the 
other  States,  not  necessarily  take  the  initiative. 

Q.  But  you  have  now  a  form  that  is  used  by  all  the  com- 
missioners?    A.  By  all  the  commissioners. 

Q.  Have  they  not  a  more  elaborate  form  in  Wisconsin  than 
here;  don't  they  call  for  additional  data?  A.  I  cannot  recol- 
lect that ;  I  am  speaking  in  a  general  way. 

O.  Did  you  make  any  inquiry  when  you  were  examining  the 
Mutual  as  to  syndicate  operations  ?     A.  I  did  not,  sir. 

Q.  You  did  not  go  into  any  participations  of  that  sort  at  all, 
whether  they  were  on  behalf  of  the  ofificers  or  the  company  ?  A. 
No,  I  saw  the  results  of  the  company's  syndicate  operations.  That 
was  manifested  by  their  books. 


5710 


Testimony  of  Isaac  Vanderpoel 

Q.  And  you  simply  looked  at  the  amount  which  had  been  re- 
ported as  a  profit?     A.  Yes,  sir. 

Q.  And  endeavored  to  see  whether  the  subsidiary  books  of  ac- 
count corresponded  with  the  postings  in  the  ledger  and  the  report  ? 
A.  Yes. 

Q.  That  was  the  extent  of  the  examination?    A.  Yes,  sir. 

Q.  To  recur  to  what  I  said  a  moment  ago,  the  result  is  that  even 
if  you  were  a  year  instead  of  nine  months  on  such  an  examination, 
you  would  not  get  behind  an  entry  in  the  books. 

Q.  Did  you  examine  the  collateral  loan  sheets  of  the  Equitable 
when  they  came  in  with  their  annual  reports?     A.  Yes. 

Q.  What  effort  have  you  made  when  you  have  conducted  an 
examination  of  a  company  to  ascertain  whether  their  reports  have 
squared  with  the  facts,  or  whether  there  have  been  substitutions  of 
securities  to  make  a  more  favorable  showing  at  the  end  of  the 
year  ?    A.  I  have  discovered  they  all  do  that. 

Q.  When  did  you  discover  that?  A.  I  discovered  it  a  great 
many  years  ago. 

Q.  In  what  companies  did  you  discover  it?  A.  Well,  it  is  true 
•in  quite  a  majority  of  our  fire  companies,  and  also  true  of  some 
of  our  life  companies. 

Q.  Did  you  discover  it  in  connection  with  the  Equitable  ?  A.  I 
simply  knew  that  those  loans,  amounting,  I  think,  to  some  ten 
millions  of  dollars  on  December  31,  were  all  paid  off  very  shortly 
after  December  31. 

Q.  Did  you  endeavor  to  find  out  how  they  were  made  and  how 
they  were  paid?     A.  I  simply  saw  the  names  of  the  borrowers, 
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the  collateral  deposits  for  the  loan  and  the  amount  of  interest  that 
the  loan  bore. 

Q.  When  you  saw  the  names  of  the  borrowers,  I  refer  to  the 
loans  at  the  end  of  the  year,  did  you  learn  that  in  some  instances 
there  were  clerks  of  Kuhn,  Loeb  and  Company?  A.  I  did  not 
learn  that. 

Q.  Well,  did  you  try  to  find  who  these  gentlemen  were  who  'were 
•obtaining  loans  of  several  million  dollars  at  the  end  of  the  year? 
A.  I  did  not. 

Q.  Did  it  suggest  itself  to  your  mind  that  it  might  be  a  good 
idea  to  ascertain?  A.  It  did  not  occur  to  me.  I  saw  the  makers 
of  the  notes,  and  their  names,  and  also  the  security  deposited,  and 
did  not  go  beyond  that. 

Q.  Did  you  know  that  the  security  had  been  deposited?  A. 
Yes. 

Q.  Well,  were  you  sure  of  that?  A.  Well,  as  we  commenced 
examining  the  Equitable,  some  time  subsequent  to  December  31, 
of  course,  the  collateral  was  not  there. 

Q.  No,  and  the  thing  had  been  disposed  of  by  that  time?  A. 
Yes. 

Q.  When  you  came  to  look  back  to  see  whether  it  had  all  been' 
regular  at  the  time,  did  you  examine  any  one  ?     A.  No. 

Q.  Did  you  look  into  it  to  see  whether  these  loans  had  been  real 
bona  fide  loans  ?     A.  Not  beyond  examining  the  notes. 

Q.  Well,  the  notes  had  been  given  up  by  that  time,  had  they 
not?    A.  Well 

Q.  Were  there  any  notes?  A.  I  did  not  see  the  notes,  that  is, 
-on  these  of  December  31 
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Q.  How  could  you  examine  the  notes?  A.  I  did  not  on  31st 
of  December  loans. 

Q.  Did  you  examine  the  note  of  any  of  those  end  of  the  year 
loans?  A.  In  the  case  of  collateral  loans,  if  you  are  examining 
a  life  insurance  company  lending  very  extensively  on  collaterals 
to  brokers  or  others,  if  you  start  your  examination  a  month  or 
two  subsequent  to  December  31,  the  borrowers  and  the  collaterals 
are  all  changed. 

Q.  It  has  all  gone,  so  you  could  not  examine  it  ?     A.  No. 

Q.  Unless  you  went  to  some  officer  or  employee  and  put  him  on 
oath  and  asked  him  what  it  was?  A.  The  only  thing  in  this 
Mutual,  in  1902,  the  examination  having  been  made  to  December 
31,  there  they  take  brokers'  receipts  for  exchanged  collaterals, 
and  that  is  about  the  only  thing  you  could  trace. 

Q.  That  is  interesting.  What  do  they  do  exactly?  A.  At  the 
time  I  speak  of  the  Mutual  had  a  policy  of  loaning  to  standard 
brokers  here  who  are  reputable  concerns  money  at  six  per  cent. 
While  they  were  in  the  nature  of  call  loans,  the  broker,  I  as- 
sume— there  was  a  tacit  understanding  with  the  broker  that  he 
could  rely  on  that  as  almost  time  money.  Those  loans  were  prac- 
tically permanent.  There  would  be  changes  in  collateral  from 
time  to  time,  but  the  receipts  for  the  released  collateral  were  given 
by  the  company  and  the  new  collateral  substituted  was  also  noted 
•on  these  transfer  slips. 

Q.  What  connection  had  that  with  transactions  at  the  end  of 
the  year  to  make  a  more  favorable  showing  in  the  report?  A. 
That  had  nothing  to  do  with  that. 

Q.  Was  it  not  the  determination  of  the  department  to  break  up 
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the  practice  of  making  statements  by  substitution  of  certain  secur- 
ities? A.  It  certainly  would  have  been  if  it  had  been  cognizant 
of  it. 

Q.  Well,  you  were  cognizant  of  it  to  the  extent  that  you  knew 
of  this  practice  for  several  years?  A.  Well,  I  speak,  of  course, 
in  a  general  way — for  the  purpose  of  escaping  taxation,  I  am  quite 
sure  that  a  great  many  fire  companies,  and  perhaps  life  companies, 
in  the  years  gone  by  may  have  purchased  Government  securities 
at  the  end  of  the  year. 

Q.  I  am  alluding  to  practices,  for  example,  disclosed  in  this 
Equitable  transaction,  of  having  loans  made  at  the  end  of  the 
year  which  are  canceled  in  the  early  part  of  the  succeeding  year 
so  as  to  have  a  smaller  cash  balance  than  could  be  otherwise  shown 
in  the  report  and  a  large  number  of  collateral  loans.  You  are 
quite  sure,  are  you  not,  that  was  done  when  you  looked  at  these 
loans  ?    A.  I  could  not  say  I  was  sure. 

Q.  But  you  had  an  idea  that  it  was  done?  A.  I  had  the  im- 
pression that  it  might  be  done. 

Q.  Having  that  impression,  why  did  you  not  follow  it  up  and 
get  the  facts  and  stop  it  ?  A.  Why,  I  assumed  the  transactions  to 
be  bona  fide  on  its  face.    My  impressions,  of  course 

Q.  You  were  really  there  to  find  out  whether  what  might  look 
bona  fide  on  its  face  was  really  bona  fide?     A.  Yes. 

Q.  Having  the  machinery  at  your  command,  why  did  you  not 
expose  that  method  and  end  it?  A.  Well,  I  could  not  have  said 
without  an  examination  of  various  parties,  and  then  it  might  not 
have  been  at  all  satisfactory,  as  to  what  right  they  had  to  borrow 
this  money  at  the  end  of  the  year  and  why  they  paid  it  ofif. 
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Q.  You  probably  in  the  course  of  a  very  brief  examination  of 
the  officers  of  the  company  could  have  elicited  the  proof  and  re- 
ported it  to  the  department  and  a  publication  of  that  would  prob- 
ably have  put  an  end  to  it,  don't  you  think  so  ?  A.  It  might  have, 
yes,  sir. 

Q.  Nowr,  of  course  the  system  of  reporting  by  the  companies  to 
the  department  depends  for  its  value  entirely  upon  the  integrity  of 
these  reports.  If  securities  can  be  substituted  and  various  opera- 
tions gone  through  vifith  to  make  something  appear  which  is  not 
really  in  substance  the  fact,  dependence  upon  the  report  can  no 
longer  be  had.  That  is  fully  understood  in  the  department,  is  it 
not?    A.  It  is. 

Q.  Have  there  been  any  serious  efforts  made  to  prevent  the 
practice  which  would  make  it  result  in  a  deceptive  showing  in  the 
report  or  has  that  been  ignored  ?  A.  I  know  of  no  effort  that  has 
been  made  to  correct  that  difficulty,  providing  that  it  existed  ex- 
tensively. 

Q.  Now,  did  you,  in  examining  the  Equitable  Life  in  igo2 — 
was  that  the  time  of  the  examination?  A.  Yes,  to  December 
31,  1901. 

Q.  To  December  31,  1901,  did  you  check  its  cash?    A.  I  did. 

Q.  Did  you  find  whether  or  not  it  had  been  the  practice  of 
the  cashier  to  allow  moneys  to  go  out  on  cash  tickets  ?  A.  Yes, 
they  were  advancing  moneys  on  cash  tickets. 

Q.  To.  officers?  A.  Not  to  officers.  Some  were  to  em- 
ployees. 

Q.  Did  you  hear  of  any  payments  that  had  been  made  to  Mr. 
Jordan  on  cash  tickets,  or  to  other  officers  ?    A.  No,  I  did  not. 
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Q.  Did  you  have  it  brought  to  your  attention  that  for  some- 
time a  considerable  amount  of  money  had  been  carried  on  a 
cash  memorandum,  or  a  cash  memorandum  book?  A.  Yes, 
they  carried,  I  think,  on  December  31,  1904,  it  amounted  to 
about  a  hundred  and  twenty-eight  thousand  dollars,  composed 
of  various  items;  those  amounts  were  deposited  in  the  Mer- 
cantile Trust  Company  and  a  cash  credit  is  given  for  those 
items,  they  being  reversed  after  December  31. 

Q.  When  did  you  ascertain  that?  A.  I  ascertained  that  this- 
year. 

Q.  Had  you  ascertained  in  the  course  of  your  prior  examina- 
tions, any  transactions  similar  to  that?     A.  I  had  not. 

Q.  Are  you  now  able  to  state  just  what  the  purpose  of  that, 
was?  The  amount  was  very  small,  twenty-eight  thousand  dol- 
lars? A.  Well,  they  were  in  the  nature  of  advances  upon  the 
notes  of  employees,  who  wanted  their  salary  in  advance,  and 
items  of  that  character,  principally. 

Q.  Did  you  in  your  examination  of  1902  of  the  Equitable 
check  over  its  disbursements?    A.  I  did,  sir. 

Q.  Did  you  adopt  the  same  policy  that  you  had  in  the  Mu- 
tual, of  examining  simply  to  ascertain  whether  there  was  a. 
warrant  or  the  signature  of  an  officer  to  authorize  the  pay- 
ment?   A.  Yes. 

Q.  Did  you  examine  into  the  proprieties  of  any  payments? 
A.  Not  beyond  the  vouchers. 

Q.  If  you  had  a  voucher  which  did  not  disclose  the  purpose 
of  the  expenditure,  did  you  go  behind  the  voucher?  A.  I  did 
not. 
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Q.  So  that  your  examination  in  the  Equitable,  as  in  the 
Mutual  did  not  disclose,  and  was  not  in  an  effort  to  disclose 
whether  the  expenses  had  been  legitimately  incurred?    A.  No. 

Q.  But  only  whether,  in  fact,  there  was  a  voucher  from  some 
one  in  authority  for  the  money?    A.  Yes,  sir. 

Q.  Did  you  examine  into  the  personal  transactions  of  the 
officers  of  the  Equitable,  in  relation  to  dealings  with  the  com- 
pany's securities?  A.  I  simply  checked  the  purchase  and  sale 
of  securities. 

Q.  Did  you  make  any  examination  to  ascertain  whether  the 
company  had  bought  from  officers?  A.  There  was  nothing 
evident  from  the  books  at  that  time.  My  impression  is  that 
these  transactions  occurred  subsequent  to   1901. 

Q.  Well,  did  you  at  that  time  make  any  effort  to  ascertain 
whether  anything  of  the  sort  had  occurred?  A.  Oh,  yes,  we 
have  very  large  sheets,  showing  the  purchases  and  sales  of  se- 
curities, from  whom  bought  and  to  whom  sold,  for  a  series  of 
years. 

Q.  Did  you  examine  into  the  Minutes  of  the  Board  of  Di- 
rectors, or  of  the  committees?    A.  Yes. 

Q.  To  ascertain  the  nature  of  their  financial  operations?  A. 
Yes. 

Q.  Did  you  examine  into  their  syndicate  participations?  A. 
No,  I  did  not. 

Q.  Did  you  ascertain  that  having  been  allotted  a  certain 
participation  in  a  syndicate,  the  Equitable  had  given  to  its 
officers  a  share  of  that  participation?  A.  What  year  did  that 
occur  ? 
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Q.  1901,  I  think,  was  a  conspicuous  illustration  of  that,  the 
leading  instance,  in  connection  with  the  C,  B.  &  Q.  ?  A.  I  do 
not  recall  that  now. 

Q.  Well,  you  say  you  do  not  recall A.  I  do  not  recol- 
lect anything  on  the  books  which  would  evidence  it. 

Q.  On  the  minute  book?  A.  On  the  minute  books  or  other- 
wise. 

Q.  Well,  were  you  looking  for  anything  of  that  sort  ?  A.  No, 
I  was  not. 

Q.  Your  examination  there,  as  in  the  case  of  the  Mutual,  was 
in  the  effort  to  ascertain  whether,  granted  the  disbursements  and 
liabilities,  they  had  the  assets  which  would  be  sufficient  for 
them  to  maintain  their  reserve?    A.  Yes,  sir. 

Q.  And  a  sufficient  surplus?    A.  Yes. 

Q.  It  appears  that  the  New  York  Life  Insurance  Company 
was  examined  in  August,  1904.  How  long  an  examination  was 
that?  A.  It  was  commenced  in  January  or  February,  1904,  and 
completed  some  time  in  August  or  September  of  that  year. 

Q.  Apparently  that  company  had  not  been  examined  since 
1899?    A.  No,  sir. 

Q.  Did  you  ascertain  that  the  company  had  had  assets  not 
appearing  on  its  books,  that  is,  non-ledger  assets?  A.  I  knew 
that  they  might  have  had  non-ledger  assets. 

Q.  I  do  not  mean  non-ledger  assets  in  the  sense  used  by  the 

department  reports,  such  as  accrued  interest A.  Agents' 

balances. 

Q.  And  deferred  interest  and  agents'  balances.  I  mean  real 
assets,  such  as  stock,  which  did  not  appear  upon  the  books 
of  the  company?    A.  I  did  not. 
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Q.  Did  you  make  an  examination  of  the  securities  ?  A.  I  did. 
Q.  Did  you  count  the  securities  in  the  vault?    A.  I  did. 
Q.  Did  not  you  find  securities  which  were  not  on  the  books 
of  the  company  ?    A.  I  did  not. 

Q.  Who  examined  the  securities  with  you?  A.  Mr.  Parker 
and  Mr.  Gordon  and  myself. 

Q.  How  do  you  count  the  securities  ?  A.  Well,  in  the  case 
of  the  New  York  Life,  the  securities  were  in  packages  twined 
and  sealed  with  a  certificate  of  the  committee  of  the  board  who 
had  counted  that  package. 

Q.  Did  you  open  the  packages  ?    A.  Every  one. 

Q.  Did  you  check  off  the  contents?    A.  Every  one. 

Q.  In  accordance  with  the  list  ?  A.  In.  accordance  with  the 
Hst. 

Q.  Now,  did  you  not  in  1904,  when  you  made  that  examina- 
tion, find  stock  interests  among  their  securities  ?  A.  I  did 
not. 

Q.  Did  you  ascertain  on  that  examination  that  the  New  York 
Life  had  taken  over  from  the  New  York  Security  &  Trust 
Company  certain  New  Orleans  Traction  securities?  A.  I  did 
not.     I  did  not  ascertain  that  fact. 

Q.  When  did  you  say  you  completed  your  examination  of  the 
New  York  Life  Insurance  Company,  the  last  examination?  A. 
Either  August  or  September,  1904. 

Q.  It  appears  from  their  statement  that  they  had  taken  over 
on  March  7,  1904,  securities  New  Orleans  Traction  syndicate, 
$2,500,000,  New  Orleans  Traction  four  and  a  halfs,  $1,500,000 — 
did  not  you  ascertain  that?    A.  When  was  that? 
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Q.  Under  date  of  March  7,  1904?  A.  Well,  that  was  three 
months  after  we  examined  them.  We  closed  the  books  on  De- 
cember 31,  1903. 

Q.  Then  you  were  making  an  examination  as  of  December 
31,  1903?    A.  Yes. 

Q.  You  were  not  looking  at  any  securities  that  they  had  ac- 
quired after  that  date?    A.  No. 

Q.  Nor  any  entries  regarding  transactions  after  that  date? 
A.  No,  sir. 

Q.  Well,  in  counting  the  securities  did  not  you  come  across 
the  New  Orleans  Traction?    A.  I  do  not  recall. 

Q.  What  did  you  do  in  making  such  an  examination  as  of  a 
prior  date  when  you  would  come  across  securities  not  in  the  list 
of  securities  owned  at  that  time?  A.  I  would  go  to  the  cash 
to  identify  their  sale. 

Q.  Did  you  make  any  inquiries  as  to  how  they  had  obtained 
the  securities  ?    A.  Which  securities  do  you  refer  to  ? 

Q.  Such  securities  as  you  found  in  the  vaults  in  1904  which 
were  not  carried  to  their  books  on  hand  on  December  31,  1903, 
which  might  have  been  acquired  subsequently  after  the  date  at 
which  you  were  closing  the  books  ?  A.  We  counted  the  securi- 
ties as  per  a  list  of  securities  as  they  stood  on  December  31, 
1903. 

Q.  And  if  you  found  any  others  in  addition  to  those  you  ig- 
nored them?  A.  I  did  not  find  any  others — they  were  not  pre- 
sented to  me  because  the  statement  did  not  call  for  them. 

Q.  Don't  you  go  through  the  vaults  and  count  all  their  securi- 
ties in  the  vault,  or  only  those  which  were  pointed  out  to  you  as 
those  on  hand  in  1903  ?    A.  1903,  sir. 
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Q.  Then  you  did  not  count  all  the  securities  in  the  vault?  A. 
Not  beyond  December  31,  1903. 

Q.  How  could  you  draw  the  line  ?  Here  are  a  list  of  pigeon 
holes,  I  suppose,  or  cages,  are  there  not?  A.  Yes,  they  are  in 
packages  placed  in  smaller  vaults  within  a  large  one. 

Q.  You  were  going  through  the  vaults  counting  securities. 
Was  there  any  way  to  draw  the  line  at  December  31,  1903?  A. 
Oh,  yes. 

Q.  How  did  you  do  that?  A.  We  took  a  list  of  securities  as  it 
stood  on  December  31,  1903,  and  if  there  had  been  any  sales  of 
those  securities  since  December  31,  1903. 

Q.  Then  you  went  to  the  sales  ?    A.  Then  I  went  to  the  sales. 

Q.  In  other  words,  you  started  with  a  list  furnished  to  the 
department?    A.  Yes. 

Q.  Then  you  attempt  to  produce  the  goods  corresponding  to 
the  list?    A.  Yes. 

Q.  And  if  they  did  not  produce  it,  show  you  the  record  of 
sale A.  Yes. 

Q.  In  that  way  you  went  through  the  list?     A.  Yes. 

Q.  Of  course,  in  that  way  you  would  not  take  something  that 
was  not  on  the  list  ?     A.  No. 

Q.  There  would  be  no  disclosure  of  non-ledger  assets,  because 
you  were  simply  verifying  by  inspection  those  mentioned  on  the 
list?     A.  Exactly. 

Q.  In  that  way  you  would  not  strike  anything  that  was  bought 
after  the  date  you  were  making  the  examination  because  they 
■were  not  on  the  list  necessarily?    A.  Yes. 
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Q.  Now,  did  you  in  the  case  of  this  examination  find  a  naviga- 
tion syndicate  participation  certificate  ?    A.  I  did. 

Q.  How  much  did  it  call  for  ?  A.  It  called  for — I  cannot  recall 
the  figure  now,  but  it  was  $3,200,000  or  $4,200,000. 

Q.  It  was  four  millions?     A.  Four  millions. 

Q.  Now,  their  list  showed  December  31st,  1903,  $3,200,000, 
didn't  it?    A.  It  did. 

Q.  And  the  certificate  in  their  possession  showed  an  interest  of 
four  millions?    A.  Yes. 

Q.  How  did  you  square  that  with  the  list?  A.  Well,  on  De- 
cember 31st,  the  account — the  security  ledger  account,  that  se- 
curity was  credited,  as  I  recall,  by  $800,000,  the  entry  being  by 
New  York  Security  and  Trust. 

Q.  Was  It  New  York  Security  and  Trust  or  J.  P.  Morgan  and 
Company?     A.  My  impression  New  York  Security  and  Trust. 

Q.  The  Navigation  Syndicate  Mercantile  Marine?  A.  Navi- 
gation Syndicate  Mercantile  Marine. 

Q.  Well,  the  certificate  in  the  possession  of  the  company  was 
$4,000,000,  wasn't  it?    A.  That  I  don't  recall. 

Q.  Didn't  you  find  that  they  had  a  certificate — I  don't  want  to 
suggest  that  that  was  the  fact — but  I  am  asking  whether  it  is  the 
fact  that  there  was  a  certificate  for  $4,000,000?  A.  That  they  had 
that  participation? 

Q.  Yes.  A.  Well,  I  have  no  doubt  we  did,  if  the  certificate  was 
there  to  that  amount. 

Q.  Here  was  an  original  participation  and  an  entry  in  some 
book  indicating  a  credit  of  $800,000  against  it.  What  did  you  find 
when  you  looked  at  the  document  or  instrument  which  showed  the 
right  of  participation  itself — what  was  its  form  ?    A.  My  under- 
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standing  was  they  had  applied  for  four  millions  and  had  received 
only  $3,200,000  and  subsequently  were  allotted  $800,000  more. 

Q.  But  I  am  asking  whether  you  found  any  instrument  which 
defined  the  extent  of  the  company's  participation.  A.  I  cannot 
recall. 

Q.  In  the  vaults  ?    A.  I  cannot  recall  at  this  time. 

Q.  Now,  you  were  examining  this  in  the  summer  of  1904,  and 
did  you  prosecute  your  inquiry  as  to  the  Navigation  Syndicate 
beyond  the  entry  of  December  31st,  1903?    A.  I  did  not. 

Q.  Did  you  endeavor  to  find  out  whether  there  had  been  any 
transaction  in  January,  1904,  relating  to  that?     A.  I  did  not. 

Q.  Then  you  did  not  ascertain  that  the  $800,000  had  been  re- 
taken on  January  2d,  1904,  as  the  same  price  ?    A.  I  did  not. 

Adjourned  to  10.30  a.  m.,  December  22,  1905. 
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